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SUPREME COURT LAW 


cA New Aid to Legal Research 


AN ENCYCLOPEDIA OF LEGAL PRINCIPLES 


BUILT ON THE SOLID FOUNDATION OF THE 
UNITED STATES SUPREME COURT DECISIONS 


UPREME COURT LAW has been definitely planned to minimize laborious 
S research in obtaining an authoritative statement of legal principles and 
“leads” to authorities wherein they are applied. 

It is an entirely new idea in legal research—prepared from a page to page 
examination of the Decisions—containing in simple dictionary arrangement a 
masterful statement of the principles or rules of law, in the language of, or based 
on the reasoning of the United States Supreme Court. 

These principles, daily applied in all courts of the land, both State and Federal, 
are supported not only by exhaustive annotations to the United States Supreme Court 
Reports but to thousands of other Federal and State Court decisions, English 
cases, and other authorities which the United States Supreme Court has cited in 
announcing its conclusions. In addition to the legal principles there are 212 
separately annotated Legal Maxims. 


A BOOK TO USE EVERY DAY 
In Every Court—State or Federal 


SUPREME COURT LAW is a work for every-day use. You will find a sur- 
prisingly large percentage of your cases involve legal principles upon which the 
United States Supreme Court has spoken. Here is the quickest, surest access to a 
succinct statement of the Law—in the words of the Highest Court in the world, and 
backed by the most carefully considered authorities. 

A recent survey shows that of all cases decided by the United States Supreme Court 

in a given period, 39% were cases appealed from a State Court. The Supreme Court 

of the United States has in fact in its nearly 150 years of existence been called upon 


to construe a vast percentage of those principles of law whose application is con- 
stantly called for in all the courts of the land, from the highest to the lowest in 


the scale of our judicial system. 
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MATTHIAS BALDWIN, pioneer locomotive builder, died, 1866. 
German train made run at “‘wild speed” of 20 miles per hour, 1835. 














Ship-to-shore phone service of 200 miles distance was established, 1929. 
ALEXANDER J. CASSATT, a president of the Pennsylvania R. R., was born, 1839. 





The first locomotive built in U. S. was completed at West Point, 1830. 
President’s message reached Boston from Washington in about 27 hours, 1835. 





First panel type dial Bell telephone office was installed at Omaha, 1921. € 


Atchison, Topeka & Santa Fe R. R. was sold at auction for $60,000,000, 1895. 








Lake-to-ocean waterway was urged at Deep Water Convention, Detroit, 1891. 
Chicago & Alton R. R. was sold at auction for $73,000,000 to B. & O. R. R., 1930. 








MARCONI transmitted the first radio signal across the Atlantic, 1901. 
First convention of street railway men was held in Boston, 1882. 





Union Pacific R. R. was ordered by the I. C. C. to build a $10,000,000 extension, 1929. 
First immigrants in wagons reached Sutter’s Fort, California, 1844, 





GEORGE S. GIBBS, president Postal Telegraph Cable Co., was born, 1875. 
World’s first stone arch railroad bridge was completed by B. & O. R. R., 1892. 








Duane St. (N. Y. C.) power station put into service the first electrical unit, 1891. 
RICHARD W. CLARK (Deadwood Dick) of pony express fame, born in England, 1845. 





DE LA RUE, it is claimed, created the first experimental incandescent lamp, 1820. 
Franchises obtained for tunnels under North and East Rivers, 1902. 





HENRY R. WORTHINGTON, steam pump inventor, was born 1817; died, 1880. 
JOSEPH HENRY, noted physicist, was born, 1797. 





Radio telephone service extended from the U. S. A. to Brazil, 1931. 
HEARST petitioned Congress to permit lower gas rates in Washington, D. C., 1905. 





A charter was granted to the South Carolina Canal & R.R. Company, 1827. 
Passenger service was started by the New York, New Haven & Hartford R. R., 1848. 





EDISON gave first public demonstration of his electric light, 1879. 
Electric lamps were first used for lighting New York city’s streets, 1880. 
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Tentacles of Traffic 


“Tools were made and born with hands . 
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The Motor Bus Control Muddle 


What the States and Federal Government 
Should Do About It 


How to regulate this expanding form of transportation on our public 
highways, in view of the possible conflict of Federal and state power, 
and constitutional rights of private motor carriers, was one of the live topies 
discussed at the recent convention of the National Association of Railroad 


and Uilities Commissioners. 


It is of great timely interest and importance. 


By KIT F. CLARDY 
CHAIRMAN, MICHIGAN PUBLIC UTILITIES COMMISSION 


HE regulation of highway trans- 
portation has lately claimed a 


considerable portion of the pub- 
lic’s attention. The dire straits in 
which we find the railroads has helped 
focus attention on the Nation’s trans- 
portation problem. The rapid increase 
in the number of commercial vehicles 
crowding our public highways has 
aroused a considerable amount of ad- 
verse criticism from the public gen- 
erally. 
The abandonment of many rail lines 
and the curtailment of service has 
awakened the business world to its 


need for some sort of well-ordered 
transportation. 

All sorts of proposals have been ad- 
vanced and publicly debated. There 
has been confusion in thought and an 
almost complete lack of agreement as 
to what should be done. The ex- 
perience of the regulatory bodies in 
the several states should contribute 
something to the clarification of the 
whole matter. It should at least en- 
able us to state the problem clearly. 


HE problem divides itself into 
two parts. 
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The first and perhaps the most im- 
portant part has to do with intrastate 
business and operations. The other 
part of the problem has to do with 
interstate traffic. 


NUMBER of the states have had 

some considerable experience in 
the regulation of intrastate carriers. 
Their experiences in that field have 
given them considerable information 
that should be of great value in solving 
the problems having to do with the 
proper regulation of interstate opera- 
tions. Accordingly, I shall first re- 


count the results of the states’ exper- 
iences in the intrastate field and then 
explore the interstate field. 

Most of the discussion, on this 
subject has been in the nature of 
acrimonious debate and accusation. 
Everyone seems to have approached 


the problem without much thought as 
to the interest of those they serve. 
This is perhaps only natural but it 
surely calls for some circumspection 
on our part when we review their 
statements of position. , 

In some states the railroads have 
been so shortsighted as to seek legis- 
lation designed to destroy highway 
transportation. On the other hand, 
some motor vehicle interests have 
sought to prevent the enactment of 
any regulatory statute. Much con- 
- fused talk about the relative amount 
of taxes paid by the railroads and 
motor vehicles has been given a prom- 
inent place in the discussions. The 
relative merits of the two modes of 
transportation have been seriously 
debated as though one form was to 
be wholly abandoned in favor of the 
other. Very few of the contending 
parties have been willing to concede 


that there might possibly be a proper 
place for both forms of transporta- 
tion. I cannot agree with either side 
in this bitter battle. 


HE commercial development of 

the automobile and the truck has 
progressed at a rather rapid pace. It 
has only been during the past decade 
that it has presented any real problem 
as a large factor in the field of mass 
transportation. Beginning as an al- 
most purely local delivery service, the 
truck has now pushed the boundaries 
of its domain farther afield until it has 
become a serious competitor with the 
railroad. 

Feeble and ineffective efforts to 
regulate this growing youngster in 
the transportation family .have not 
thus far brought about any very 
satisfactory results. This has largely 
been due to the fact that the legisla- 
tures as well as those in the industry 
have not yet come to a full under- 
standing of the problem. Everyone 
is willing to concede that the economic 
well-being of the Nation depends in 
large measure upon there being an 
adequate and efficient transportation 
system ready at all times to serve the 
Nation’s needs. The difficulty comes 
in the attempt to apply that principle. 


HE chief trouble with motor ve- 

hicle transportation is that the 
field is badly overcrowded. In the 
state of Michigan alone there are 
approximately four thousand opera- 
tors under the jurisdiction of the 
commission, engaged in this business. 
There are many ‘thousand others out- 
side the provisions of the statute regu- 
lating motor vehicles for hire. This 
does not, of course, take into account 
the many, many thousands of private- 
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ly owned and operated vehicles not 
subject to any regulation whatsoever. 
The railroads have been complaining 
bitterly over their loss of tonnage to 
these operators. Concrete examples 
have been presented to our state com- 
mission in specific cases. It must not 
be thought, however, that the problem 
is one affecting only the rails. Motor 
vehicle operators have succeeded in 
ruining their own business through 
cut-throat competition. The field has 
been open to anyone desiring to enter. 
Indeed, the chief point made by those 
opposing regulation is that it is every 
man’s right to engage in such business 
without any hindrance or restriction. 
In this state, and in a number of other 
commonwealths, the legislatures are 
awakening to the fact that this theory 
is neither compatible with the public 
interest nor of benefit to those engaged 
in the business of transportation. 
Most of the regulatory commissions 
in the various states are agreed that 
the problem is not whether regulation 
is needed but rather as to what kind 
of regulation should be attempted. 


NOTHER difficulty and one which 

presents the major practical as 
well as legal problem arises out of 
misuse and misunderstanding of the 
term “contract carrier.” This latter 
class includes everyone who operates 
for hire, but who does not hold him- 
self out to be a common carrier. The 


difficulty arises out of the fact that 
practically every operator considers 
himself a contract carrier. He does 
so because if he succeeds in convincing 
the regulatory body that such is the 
case, it is not necessary for him to 
show that the public convenience and 
necessity requires his operation. 

The general understanding of the 
commissions and courts in the past 
seems to have been that one who limits 
his operations in some fashion or 
other and who does not hold himself 
out to the public is a contract carrier. 
Just when a carrier ceases to be in 
the contract carrier class and finds 
himself across the vague boundary 
line between that class and the com- 
mon carrier class is a question which 
causes perpetual trouble. It is but 
natural for an operator who finds him- 
self denied a common carrier certifi- 
cate to immediately seek a contract 
permit as a means of evading the com- 
mission’s denial order.: ‘In my own 
state, unfortunate language in defining 
the two classes resulted in a misclassi- 
fication which enabled many to operate 
as contract carriers who should in 
reality have. been denied all right to 
operate. This has undoubtedly been 
the case in many other states. 


‘oo common carrier motor vehicle 
operator has to meet the competi- 
tion of the so-called contract carrier, 
that is to say, the one who claims 


e 


chaotic condition in that field that regulation in the public 


q “Tue early excesses of the railroads brought about such a 


interest came about almost automatically. The public ts 
gradually awakening to the fact that the motor vehicle — 
transportation industry is traveling the same path toward 
destruction.” 
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to transport in some manner other 
than as acommon carrier. Very few 
states have ever possessed the power 
of regulating this class in any degree 
whatsoever. It has been generally 
believed that the state was without 
power to deny a contract carrier the 
right to operate on the ground that 
he is engaged in a private business 
as distinguished from a public or 
common carrier business. This has 
brought about a chaotic condition be- 
cause the field has been crowded to 
the limit. The doubt as to the right 
of the state to regulate the contract 
carriers’ rates has made the situation 
worse, if that is at all possible. 

It would, of course, have been folly 
to try to regulate the rates of common 
carrier motor vehicle operators while 
contract carriers were left free from 
such restraining influence. Any 
chance a common carrier had to 
survive would have been wholly de- 
stroyed had his rates been fixed while 
the contract carrier was left free to 
charge what he pleased. As might be 
expected the result of the competition 
has been receiverships and bankruptcy 
for many of the operators. A stabil- 
ized motor vehicle transportation in- 
dustry has not been possible. 

It surely. needs no argument to 
demonstrate the proposition that the 
motor vehicle operators cannot solve 
‘the problem through any voluntary 
action of their own. Conditions are 
steadily becoming worse. The most 
deplorable part of the whole situation 
is that the public generally is not being 
given the kind of service it is entitled 
to receive. ‘For that reason the matter 
is now in a fair way to be taken out 
of the hands of thosé who have a 
direct interest in it. 


HE early excesses of the railroads 

brought about such a chaotic con- 
dition in that field that regulation 
in the public interest came about 
almost automatically. The public is 
gradually awakening to the fact that 
the motor vehicle transportation in- 
dustry is traveling the same path 
toward destruction. Legislators are 
coming to realize that the public in- 
terest can best be served by limiting 
the number of those operating and 
by insisting that those who serve be 
well qualified. 

The business of transportation, 
whether by highway or by rail, is a 
business impressed with a public in- 
terest. That public interest now de- 
mands adequate regulation of this 
relatively new transportation agency. 
The public is about to force its will 
upon those who should have profited 
by the experience of the rails and set 
their own house in order. 

Regulatory statutes enacted by the 
states in the past have not, generally 
speaking, been designed to guarantee 
the establishment of an adequate and 
efficient transportation service. Most 
of the early efforts were purely taxing 
measures devised for revenue raising 
only. These were followed by stat- 
utes in some degree attempting to 
regulate motor vehicle common car- 
riers. 


yee decisions rather effectively 
prevented any regulation of those 
who did not confess to being within 
that class. Within the past year, 
however, a most important point was 
determined when the United States 
Supreme Court decided the case of 
Stephenson v. Binford.' 


1287 U. S. 251, P.U.R.1933A, 440. 
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ae a2 a state may limit the number of con- 
tract carriers to those whose opera- 
tions will not impair common carrier serv- 
ice it does not matter what reasoning may 
be used in reaching the result. It is not im- 
portant for all practical purposes to know 
that the court has founded this power on 
the statutory assertion that it ts essential 
for the proper carrying out of the commis- 
sion’s duty to protect the highways.” 





Power to Regulate Private Carriers 


tena 








It seems now to be settled that a 
state may, in the regulation of intra- 
state commerce, submit both common 
and contract carriers to virtually the 
same regulation. The decision of the 
United States Supreme Court in the 
case cited above involving the Texas 
statute regulating motor vehicle car- 
riers has determined that point. It is 
true that the court has found some 
apparent distinctions between the 
state’s jurisdiction over common car- 
riers and contract carriers, but the 
distinction is principally of interest 
because of the legal point involved 
rather than in its practical application 
and operation. 


ig the absence of power to grant or 
deny a contract carrier the right to 
operate and without the further power 
to regulate his rates any attempt to 
control the common carrier has been 
almost without effect. It is impossible 
effectually to control common carrier 
rates when the contract operator is 
free to cut them as much as he finds 
necessary to get the business. At the 
outset this rate-cutting war affected 
only the common carrier. It has now 
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been carried to such an extent that 
both common and contract carriers are 
suffering. Both are powerless to do 
anything that will remedy the situa- 
tion. 

Legislation is imperative if any 
stabilized transportation industry is 
ever to come into being. 


Say United States Supreme Court 
in the Stephenson Case has point- 
ed the way to a solution. This case 
decided that a state may regulate the 
charges made by a contract carrier. 
It also established the principle that 
the state may grant or deny a contract 
carrier the right to operate. This 
jurisdiction is founded on the state’s 
police power and its control of the use 
of its highways. When this decision 
is applied we find the contract carrier 
is subject to practically the same re- 
strictions as those imposed upon a 
common carrier. 

If a state may limit the number of 
contract carriers to those whose op- 
erations will not impair common car- 
rier service it does not matter what 
reasoning may be used in reaching the 
result. It is not important for all 
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practical purposes to know that the 
court has founded this power on the 
statutory assertion that it is essential 
for the proper carrying out of the 
commission’s duty to protect the high- 
ways. In essence this decision gives 
the commission the right to deny a 
contract carrier the right to operate 
if the public convenience and neces- 
sity does not warrant. This important 
decision has now paved the way for 
effective state regulation. 

Eventually the court will be called 
upon to determine whether all carriers 
for hire, both common or contract, are 
not directly impressed with a public 
interest. It seems to me that inevi- 
tably the court will take this last step 
and determine that the false distinc- 
tion between the common and so- 
called contract operator is but a fiction 
and that all such operators must show 
that the public interest requires their 
service before they be permitted to 
enter the field. 


_ National Association of Raii- 
road and Utilities Commissioners 
has drawn a uniform bill and has pro- 
posed its adoption in the various 
states. That bill provides in substance 
that a state may control the number 
of those entering the motor vehicle 
transportation field in accordance with 
the public interest. The so-called con- 
- tract carrier can be given a permit only 
upon showing his operations will not 
harm the already existing common 
carrier service. The rates for common 
carriers are to be fixed by the com- 
missions. The minimum charges for 
contract carriers are to be not less 
than those charged by common car- 
riers for substantially the same serv- 
ice. The taxing feature is quite sub- 


ordinate but provides for a tax based 
upon the number of miles a vehicle 
may operate. This statute seems to 
us to be designed to strike at the heart 
of the problem. 


if Sow rails’ contention that they are 
steadily losing tonnage to the mo- 
tor vehicle operators undoubtedly has 
some good foundation. I seriously 
question the accuracy of any of the 
figures publicly quoted but no one can 
deny that a considerable amount of 
tonnage has been diverted. From the 
railroad viewpoint the most lament- 
able part of this picture is that a great 
deal of the tonnage will never return 
to the rails. It cannot all be returned 
and in a great many instances it should 
not do so. It is folly to expect that 
the public can be forced to pay more 
for transportation than the service is 
worth. It is not in the public interest 
that it should be compelled to do so. 
In many cases motor vehicle trans- 
portation can be rendered at a cost 
lower than the cost of rail service. 
This seems to be especially true on 
short hauls. On the other hand, the 
rails are best adapted to give service 
at lower cost on long hauls. 

No amount of regulation running 
contrary to the natural operations 
of economic laws can ever hope to 
permanently succeed. Rate regula- 
tion, therefore, must take into account 
the essential differences in the char- 
acter of the service rendered and the 
agencies used. Tonnage cannot and 
should not be diverted from one to the 
other through the artificial means of a 
rate structure. Neither should one be 
overburdened with taxation at the 
expense of the other. It should not be 
thought, however, that an effective 
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rate regulatory scheme for motor ve- 
hicle operations will not have some 
effect on the division of traffic between 
the two modes of transportation. In 
a large number of instances the motor 
vehicle operator is today rendering 
service at a price far below cost. 
Some of this is the result of a de- 
liberate policy. The greater part is 
the result of ignorance and the natural 
working of ruthless economic laws. 
When once such charges have been 
properly adjusted the rails are bound 
to benefit to some degree. At the 
same time reliable motor vehicle op- 
erators will also profit. Nor will the 
public be the loser. It does not gain 
anything more than a fleeting and 
temporary advantage when it purchas- 
es a service below cost. Ultimately 
the apparent gain is compensated by 
a greater loss through the inefficiency 
thus created. The proposed uniform 
bill has rate regulatory provisions that 
should do much toward establishing 
stability. 


oie uniform bill, however, does 
not cover the entire field. The 
state’s jurisdiction over interstate op- 
erators is limited to the exercise of 
such control as their police powers 
may give them. They cannot deny 
an interstate operator the privilege of 
operating except on the ground that 
the public safety will be endangered or 
the highways harmed by the proposed 


“THE mere fact that a few p 


operation. Accordingly, the Nationa! 
Association has seen fit to foster an 
interstate regulatory measure. 

This measure proposes to give to 
the Interstate Commerce Commission 
some of the same powers over an 
interstate operator now possessed by 
the states with regard to intrastate 
operators. This measure recognizes 
the necessity of preserving to the 
states all of their rights over intra- 
state operations. It proposes that all 
truck and bus operations physically 
carried on within the borders of a 
single state shall be considered an in- 
trastate operation and subject to the 
jurisdiction of the state commission. 

If such an operator is transporting 
merchandise moving in interstate com- 
merce, the rate on which it moves will 
be subject to the regulation of the 
Interstate Commerce Commission. If 
an operation extends across a state 
line, the Interstate Commerce Com- 
mission will have complete jurisdiction 
except that such operators will still 
remain subject to all of the police 
measures enacted by the various states 
through which such operation passes. 


Sian states have been deprived of 
most of their authority over in- 
trastate rail rates through the doctrine 
established by the famous Shreveport 


Case. Recognizing the inherent dif- 
ference between highway transporta- 
tion in which the states furnish the 


e 


ounds of freight moving in 


interstate commerce happens to be included in a truck load 
of intrastate freight should not operate to divest the state 
of the right to permit or deny an operator the privilege of 
using its highways where such operator’s route lies wholly 


within that state.” 
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roadbed, and rail transportation in 
which a private roadbed is used, it has 
seemed to be logical to divide author- 
ity between the states and the Federal 
government on the basis suggested. 
Such is necessary if the states are to 
be permitted to continue any effectual 
regulation of highway transportation. 


Bees Federal government should 
not be permitted to destroy the 
police power of the states. The only 
safe way to prevent this is to keep 
the national government entirely out 
of that field. Accordingly its pow- 
er should be based wholly on the 
Commerce Clause of the Federal 
Constitution but its application limit- 
ed as proposed. The states should 
have preserved to them the exclu- 
sive right to regulate all purely in- 
trastate operations. The mere fact 
that a few pounds of freight moving 
in interstate commerce happen to be 
included in a truck load of intrastate 
freight should not operate to divest 
the state of the right to permit or deny 
an operator the privilege of using its 
highways where such operator’s route 
lies wholly within that state. 
Essentially the problem of regula- 
tion of this method of transportation 
is a local or state one. An inter- 
state measure should be designed to 
do nothing more than fill in the gaps 
- created by the Commerce Clause of 
the Federal Constitution. Any other 
scheme would throw such a tremen- 
dous burden upon the Interstate Com- 
merce Commission as to make it 
virtually impossible for that body to 
function. At the best because of the 
number involved it is difficult for 
a state to supervise purely intrastate 
operations. Should these duties be 


thrust upon the Federal body, the 
many hundreds of thousands of op- 
erators coming under their jurisdic- 
tion would require the setting up of 
bureaus performing the identical func- 
tions now handled by state commis- 
sions. The work of such bureaus 
would naturally have to be passed on 
and approved by the commission at 
Washington. It is not difficult to 
foresee a complete breakdown before 
the end of the first year in which such 
is attempted. 


s a further safeguard the joint 
board idea has been embodied in 
the measure. Under this scheme the 
governor or the body regulating such 
matters is empowered to nominate a 
member to a joint board composed of 
representatives of the various states 
through which the applicant proposes 
to operate. These boards act on be- 
half of the Interstate Commerce Com- 
mission and their recommendations 
are given the same standing as those 
of an examiner for that body. This 
will serve to relieve the commission of 
a great deal of work and at the same 
time will enable the states to preserve 
their highways, regulate intrastate 
commerce, and protect the traveling 
public. Such members will serve with- 
out pay from the Federal government. 
The Interstate Commerce Commis- 
sion would be granted authority to 
regulate rates in both the common and 
contract fields. The rates of contract 
carriers would be dealt with in much 
the same fashion as in the proposed 
uniform state bill. The rates for such 
contract carriers would also be re- 
quired to be not less than those of 
common carriers for substantially the 
same service. 
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The Public Chooses the Cheaper Service 


— is folly to expect that the public can 
be forced to pay more for transpor- 
tation than the service is worth. It is not 











in the public interest that it should be com- 
pelled to do so. In many cases motor ve- 
hicle transportation can be rendered at a 
cost lower than the cost of rail service. 
This seems to be especially true on short 
On the other hand, the rails are best 
adapted to give service at lower cost on 


hauls. 


long hauls.” 











Sis proposed legislation would 
give the Interstate Commerce 
Commission authority to grant or 
deny certificates to common carrier 
motor vehicle operators as the public 
convenience and necessity may war- 
rant. If a proposed contract carrier 
operation does not promise harm to 
existing common carrier operators it 
may be given a permit. Otherwise, 
the request must be denied. The 
power of the Interstate Commerce 
Commission in these particulars is 
bottomed squarely on the Commerce 
Clause. It has no connection what- 
soever with highway conservation or 
public safety as in the case of state 
laws. Furthermore, it draws the dis- 
tinction between state and Federal 
jurisdiction by limiting the Interstate 
Commerce Commission’s power to a 
regulation of those whose physical 
lines and operations actually extend 
across a state border. The proposed 
act does not give the Interstate Com- 
merce Commission jurisdiction over 
all carriers handling interstate com- 
merce. It specifically limits it to those 
engaging in a physical interstate op- 
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eration. It introduces, therefore, for 
the first time a new terminology and 
by its definitions distinguishes between 
interstate commerce and interstate op- 
erations. 

The gradual encroachment in the 
field of intrastate regulation may have 
some justification so far as rail regu- 
lation is concerned. There can be no 
such justification in the motor vehicle 
field. This new method of dividing 
authority is, therefore, most desirable. 
It should prevent the destruction of 
the state’s power over its own high- 
ways. 


_ Federal regulation of inter- 
state operators is undoubtedly 
necessary, it is not of sufficient impor- 
tance to warrant the destruction of the 
rights of the various states to regulate 
the use of their own highways. If the 
division of jurisdiction between the 
states and the Federal government on 
the lines suggested by this proposed 
legislation is not adopted the inevitable 
result will be the complete elimination 
of state control of their own high- 
ways. 
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It would be absurd for Washington 
to attempt to regulate the many hun- 
dreds of thousands of motor vehicle 
operators. If the carriage of freight 
or passengers moving in interstate 
commerce is to determine whether or 
not a carrier comes under state or 
Federal jurisdiction as in the case of 
the railroads, then the states will be 
found without authority. The Nation- 
al Association of Railroad and Utili- 
ties Commissioners is, therefore, de- 
termined to press for the adoption of 
the ideas represented in this proposed 
Federal bill. 


id the uniform state bill and the pro- 
posed interstate bill should be 
adopted the association believes a 
great step forward will have been 
taken in this field of regulation. The 
association has sponsored these meas- 
ures because it has come to recognize 
the necessity of stabilizing highway 
transportation for the better protection 
of the public. It has no patience with 
those who would seek to destroy one 
form of transportation for the benefit 
of the other. 


Eventually, with the establishment 
of a regular service in the hands of 
competent operators charging reason- 
able rates, highway transportation and 
rail transportation will form a neces- 
sary supplement to each other. The 
two taken together and kept within 
their proper sphere will give the Nation 
a unified efficient service. They will 
not be in competition with one another 
because each will serve that part of 
the field within which it can best op- 
erate. Ultimately, it is believed, high- 
way transportation and rail transpor- 
tation will be consolidated or united 
in some fashion. 

It may be that the railroads will 
ultimately acquire motor vehicle op- 
erations and furnish a real pick-up 
and store-door delivery service. They 
will probably be found delivering to 
points off their line through the high- 
way medium. This can never be ac- 
complished, however, until adequate 
regulation has been undertaken. This 
will come about when public recogni- 
tion is given to the principle that all 
forms of public transportation are im- 
pressed with a public interest. 





ae. 


Odd Items about the Utility Services 


OF the almost one-half billion persons who paid their fares last year 
to ride behind the “iron horse,” only one lost his life in a railway acci- 


dent. 
* 


* 


Tue number of stockholders of the American Telephone and Tele- 
graph Company at the beginning of 1933 was 700,85l—a net increase 


of 55,948 during 1932. a 


x 


From 1902 to 1932, the electric power industry increased its customers 
42 times, its capacity of plants 27 times, its value of plant equipment 
26 times, its electricity generated 31 times, its gross operating revenues 
23 times—and had its taxes multiplied 82 times. 
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Utility Investments under the 
Birchrod and Yardstick 


Possible effect of social as distinguished from eco- 

nomic objectives of power development by the Federal 

government on the financial integrity of private power 
companies. 


By JOSEPH STAGG LAWRENCE 
EDITOR, THE ECONOSTAT 


E were sitting in a downtown 
restaurant and had reached 


coffee and cigars. It was 

early July in 1929. The diners con- 
sisted of a newspaper man, a broker, 
a “new era” investor, and a professor 
then giving a series of well-attended 
lectures on investment practice in a 
large university. The Federal Reserve 
Board had leveled broadside after 
broadside against the speculative ex- 
cesses of the market. United States 
Senators and other articulate political 
leaders regularly punctuated the news 
with philippics against the market 
orgy then taking place in lower Man- 
hattan. Although the automobile in- 
dustry presented the most impressive 
six months in its history and the sta- 
tistical symbols of business activity 
were still gratifying, the atmosphere 
was charged with a vague uneasiness. 
“T have just bought 200 shares of 
one of the prosperous, popular, and 
forward-looking electric companies of 


the South. During the next four or 
five years I expect this to make me 
independent,” said the professor. 


H: then drew a sparkling picture of 
the industrial progress and fu- 
ture of the South. The remarkable 
strides of various cities were portrayed 
with an impressive flourish. The vast 
empire tributary to certain electric sys- 
tems was briefly outlined. His own 
company served almost 400,000 con- 
sumers, located in more than 1,600 
towns and cities covering 196,000 
square miles of territory. So efficient 
was this great organization that ap- 
proximately 250 municipal systems 
had been absorbed and of the remain- 
ing the majority purchased their pow- 
er from it. Against the steady growth 
of national power consumption was 
set the more impressive advance of 
the southern region. Investment 
emphasis of the day was entirely on 
appreciation. Industries that present- 
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ed growth prospects were favored. 
Of these the utilities were the out- 
standing. They were the white-haired 
boys of the investment world. Among 
the fairest in the field was the system 
which the learned speaker at the table 
was extolling. 


ate history has been made 
in the interval. Events have not 
smiled on the utilities. During the 
depression years they dropped fully 
as far as the general stock list and 
have since failed to respond to the 
forces of revival to the same extent 
as other groups. In fact, in a recent 
examination of the comparative re- 
covery of stock groups, building sup- 
plies led the field with a gain of 258 
per cent from 1933 lows and utilities 
brought up the rear with a correspond- 
ing gain of 74 per cent. How account 
for this anemia? Does the analysis 
of the ailment permit any prophecies 
regarding the future? Is this a tem- 
porary condition or are the utilities 
confronted with a somber era to which 
adjustment of expectation and conduct 
are necessary ? 

The luncheon discussion in the sum- 
mer of 1929 dealt with a utility whose 
present experience aptly illustrates 
what may be regarded as the outstand- 
ing threat to the prosperity of the utili- 
ties, namely, government competition. 
This was one of the systems in the 
Tennessee Basin which has a power 
capacity of 66 per cent in excess of 
current consumption. Nevertheless, 
the government revived a project for 
the purpose of providing this region 
with “cheap power.” It was sponsored 
by avowed enemies of the “Power 
Trust.” The only mandatory qualifi- 
cation of the three members of the 


controlling board is that they should 
have faith in the theory of public 
power production. 

This extraordinary policy deserves 
attention in this connection even 
though it has already been ably pre- 
sented in these pages. Muscle Shoals 
was started purely as a war-time meas- 
ure to provide an independent domes- 
tic supply of nitrate. The precise 
amount spent by the government at 
that time is veiled in governmental ac- 
counting. That at least $125,000,000 
have already been invested is a con- 
servative estimate. The act which 
creates the Tennessee Valley Author- 
ity contemplates a more or less com- 
plete realization of the army engi- 
neers’ report. This offers a maximum 
of 149 hydroelectric plants involving 
a total outlay of $1,100,000,000 and 
an output of 3,000,000 kilowatts of 
firm power. It would take fifty years 
of continuous growth at the rate pre- 
vailing in the past to present a market 
for this output. This assumes a com- 
plete cessation of all private expansion 
and a complete bar against new private 
projects in this area. 


peat utilities may well question 
the fairness of this competitor. 
The extravagantly costly plant is de- 
voted to five purposes, flood control, 
navigation, production of fertilizer, 


national defense, and power. Under 
§ 14 of the act the board is directed 
to make a study of the cost and value 
of the property in order to determine 
the allocation of charges to these five 
objects. Since the outstanding quali- 
fication of the three members of the 
board is the profession of “a belief 
in the feasibility and wisdom of this 
act,” the injunction of self-justifica- 
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tion at once operates to prevent an 
objective and sound accounting. 


see first expression of policy com- 
ing from David E. Lilienthal, the 
general counsel and one of the mem- 
bers of the commission, shows how 
thoroughly they have grasped the 
spirit of the act. The statement con- 
tains three distinct lines of policy, 
each one having a direct bearing upon 
the investment status of private com- 
panies in the field. 

The first repudiates the profit objec- 
tive of private enterprise. The Ten- 
nessee Valley Authority will not op- 
erate its own plants on this basis and 
if it has an adverse effect upon es- 
tablished utilities it will be just too 
bad. Says Mr. Lilienthal: 


“The most important considerations are 
the furthering of the public interest in 
making power available at the lowest rate 
consistent with sound financial policy and 
the accomplishment of the social objectives 
which low cost power makes possible. The 
Authority cannot decline to take action sole- 
ly on the ground that to do so would 
injure a privately owned utility.” 


“Social objectives” take precedence 
over property rights. 

Secondly, the Authority refuses to 
be bound by the area selected in the 
first instance for operation. Its policy 
is thus outlined: 


_“Where special considerations exist, jus- 
tifying the Authority going outside this 
initial area, the Authority will receive and 


& 


consider applications based on such special 
considerations. Among such special con- 
siderations would be unreasonably high 
rates for service and a failure or absence 
of public regulations to protect the public 
interest.” 

It is scarcely necessary to inquire 
who will be the judge of “unreason- 
ably high rates” or the failure of pub- 
lic regulations “to protect the public 
interest.” The significance of this 
threat may be appraised when we ex- 
amine the rates which the Authority 
has already announced, rates which 
presumably accord with its conception 
of reasonableness. 


HE third cardinal phase of Au- 

thority policy contains an un- 
mistakable hint. It will try to avoid 
the construction of duplicate physical 
facilities and wasteful competition be- 
tween itself and existing privately 
owned plants. Here is the statement : 


“Accordingly, where existing lines . . 
are required to accomplish the Authority’s 
objectives (see previous two paragraphs) a 
genuine effort will be made to purchase 
such facilities from the private utilities on 
an equitable basis.” 

If this means anything but the 
acquisition of established facilities on 
whatever terms the government body 
dictates under the threat of duplica- 
tion and extinction via cut-throat 
competition, we do not understand 
either the temper of the Authority or 


the language used. 


“CLEARLY our omnipotent Valley commissioners are so 
obsessed with the social merits of subsidized power distri- 
bution that they are virtually handing private systems a 


cup of hemlock juice. 


The wide publicity granted the 


statement of the commission will bring irresistible political 
pressure upon every municipality in the area to establish its 


own system.” 
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M* Lilienthal has made it possible 
to see more concretely the appli- 
cation of these policies. On September 
14th he announced the wholesale rates 
at which the Authority would sell the 
power produced by the government 
plants. At the same time he specified 
the price at which this power would 
have to be sold at retail. The an- 
nouncement is prefaced by the state- 
ment that the rates have been deter- 
mined “after weeks of careful study 
of costs and market factors.” He 
then proceeds with an offer of power 
to any municipality in the area at 7 
mills per kilowatt hour for 50 per cent 
average load to be resold to residential 
consumers at a maximum rate of 3 
cents per kilowatt hour for the first 
block and for additional blocks 2 cents, 
1 cent, and 4 mills. According to the 
commission’s own calculations this 
means an average rate of 2 cents for 
the moderate consumer. For a fully 
electrified home—which is the Author- 
ity’s objective—the rate would average 
7 mills a kilowatt hour. Farmers are 
expected to enjoy the same rates as 
urban consumers. 

Speaking of the wholesale rates, the 
commissioner said: 

“They have been computed on a conserva- 
tive basis to cover all the costs of furnish- 
ing the service, including operation, mainte- 
nance, depreciation, and taxes. In addition 
to these costs we have made provision for 
interest and retirement, although such pro- 
vision is not required by the Tennessee 
Valley Authority Act. The power project 
is designed to be strictly self-supporting 
and self-liquidating.” 

This is probably the most extraor- 
dinary piece of open calculation ever 
submitted by a public official. The 
wholesale rate of 7 mills is not out 
of bounds. Costs at the switchboard 
in New York city based on soft coal 











are less than a cent and rates in 
some of the Pacific Coast cities ap- 
proach this figure. The statement may 
be applied first to the municipally 
owned and next to privately owned 
and operated systems. The average 
rate of 2 cents a kilowatt hour con- 
templated by the commission to the 
retail consumer is less than a fair cost 
of distribution. According to a care- 
ful study by Clayton W. Pike, based 
on annual reports of public utility 
companies in the state of New York, 
the average cost of distribution to a 
residential consumer who uses approx- 
imately 50 kilowatt hours per month 
is 2.36 cents per kilowatt hour. The 
Tennessee Valley Authority calcula- 
tions then would seem to show that the 
cost of distribution in the more sparse- 
ly settled south is lower than in the 
north, that distribution cost is reduced 
upon subsequent increments of power, 
and that in some mysterious way the 
effort to distribute actually becomes a 
source of income to the distributor so 
that he is able to pay 7 mills for later 
blocks of power and sell them to the 
retail consumer at 4 mills. The rate 
ignores the location of the consumer. 
It encourages electrical heating of 
homes which is highly seasonal and 
will tend to reduce the load factor. 
The maximum rate permitted is low- 
er than any retail rate now charged 
by any municipal system in the coun- 
try. Whether calculated or otherwise 
it will force municipalities to sell at the 
prescribed rate with losses met from 
the general revenues. 


F city governments with plants re- 
lieved of taxation, under no neces- 
sity to establish depreciation charges 
or consider capital solicitation for fu- 
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Utilities a Target for Demagogues 
“Fr is the misfortune ‘cf the utilities that they have found it 


necessary to operate as monopolies. 


As such they have 


been made to order for the political demagogues seeking issues 
on which they could take an unequivocal, forceful, and yet politi- 


cally innocuous position. 


technics of campaign oratory. 


They are ideally adapted to the pyro- 
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ture expansion have never been able to 
set a rate comparable to that demand- 
ed by the Tennessee Valley Authority, 
what effect can this have upon private 
utilities ? 

The average tax rate throughout 
the area of the Tennessee Valley 
Authority on private systems is ap- 
proximately 2 cents per kilowatt hour. 
Clearly our omnipotent Valley com- 
missioners are so obsessed with the 
social merits of subsidized power dis- 
tribution that they are virtually hand- 
ing private systems a cup of hem- 
lock juice. The wide publicity granted 
the statement of the commission will 
bring irresistible political pressure up- 
on every municipality in the area to 
establish its own system. This step 
is further facilitated by the freedom 
from the provisions of the Federal Se- 
curities Act which the Federal, state, 
and local governments all enjoy. 


O NE may well ask if the Tennessee 
Valley Authority shall consider 
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rates higher than those prescribed as 
“unreasonable rates’ justifying the 
extension of its service beyond the 
initial area? In view of its own 
presence as an unmatchable competi- 
tor, what will be the “equitable basis” 
on which private facilities will be 
taken over by the Tennessee Valley 
Authority? How much is a plant 
worth which can never under existing 
conditions do anything but incur a 
loss ? 


6 Bac Tennessee Valley Authority 
experiment unfortunately is not 
unique. Inthe state of Washington the 
Federal government has already allot- 
ted $63,000,000 to be used in the con- 
struction. of the Grand Coulee Dam 
to provide 700,000 horsepower. In 
Wyoming the Seminoe Dam will be 
built with a portion of the $22,700,000 
set aside for that purpose. It will irri- 
gate 66,000 additional acres in a 
country that is suffering acutely from 
too much agricultural land and pro- 
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vide 40,000 horsepower in a region 
which cannot consume the output of 
established private plants. The state 
of New York is being urged to con- 
tribute $90,000,000 to the develop- 
ment of the St. Lawrence on the plea 
that cheap power will so increase its 
consumption as to absorb any surplus 
which might result. These efforts 
cannot be regarded in any other light 
than as attempts to wrest away the 
equity of private capital in the power 
and light industry of the country and 
subsidize the consumption of electric- 
ity as completely as subway transpor- 
tation in New York city or the pur- 
chase of American wheat by China. 

It is the misfortune of the utilities 
that they have found it necessary 
to operate as monopolies. As such 
they have been made to order for the 
political demagogues seeking issues on 
which they could take an unequivocal, 
forceful, and yet politically innocuous 
position. They are ideally adapted to 
the pyrotechnics of campaign oratory. 
In consequence of this persistent serv- 
ice as the economic evil sprite to be 
exercised by our political Galahads 
the utilities find themselves the object 
of an uncompromising hostility. Any 
respect for property rights which re- 
strained a previous order is being un- 
dermined by the philosophy of the new 
deal. These rights must yield to the 
exigencies of “social objectives.” The 
utilities have as little sympathy as the 
stock market. 


_e are other factors that offer 
a partial explanation of the dis- 
favor in which utilities now find them- 


selves. Utility rates are caught be- 
tween a belated adjustment to low- 
er depression costs which are rapidly 


yielding to NRA schedules and the 
prospect of inflation. Certain state 
commissions are forcing a reduction 
of rates based upon the cost exper- 
ience of the last three years. Not 
only are the favorable cost differ- 
entials of the last three years al- 
ready disappearing as a result of 
normal price recovery but they are 
being increased by the provisions of 
the Recovery Act. If inflation, the 
real printing press variety, descends 
upon the land, the value of utility 
securities will, of course, be affected. 
As yet this is only a prospect but 
withal distinctly unpleasant. 


HIs is not an agreeable picture. 
Can anything be done about it? 
Not immediately. The government 
has loosed a stupendous campaign to 
justify its basic philosophy which is 
unmistakably _ socialistic. Critical 
and honest thinking for the time being 
is suspended. The administration 
basks in the doubtfully deserved glory 
of a victory over depression. 
Perhaps a group of politicians can 
operate the utility, banking, shipping, 
and transportation business of the 
country as effectively as can be done 
by private enterprise. Possibly elo- 
quent political salesmen and _ high- 
pressure ballyhoo can persuade the 
public that this is the case. Possibly 
the public in the mass does not per- 
ceive the danger of becoming the 
chief victim in the long run of the 
spoliation of private property by the 
government. If that is the case then 
the losses already sustained and those 
about to take place will be irretriev- 
able. The remedy on the other side 
calls for education and vigorous coun- 
ter attack. . 
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Need for Quick-fire 
Regulatory Commissions 


Standardization and simplification of procedure 

and emergency shortcuts and other reforms which 

would permit the present system of utility regula- 
tion to function more satisfactorily. 


By JOHN BAUER 


exists generally today, has failed 

signally, I believe, to meet its 
public purposes. Within two weeks I 
have come upon the complaint four 
times, twice by commissions and twice 
by municipal officials, that rate investi- 
gations are practically futile because 
of the delay, expense, and uncertainty 
of outcome. Regulation has not fur- 
nished the expected protection to con- 
sumers; nor has it provided adequate 
financial safeguards to investors; and 
it has not produced reasonable organ- 
ization and management in the public 
interest. 

These are sweeping indictments 
which, however, I believe to be thor- 
oughly justified. They are based on 
my fifteen years of active exper- 
ience with regulation and, I hope, 
on open-minded consideration of pub- 
lic objectives and what regulation has 
actually produced. It is easy, of 
course, to exaggerate honestly, es- 


Press utility regulation, as it 


pecially at times of exceptional cir- 
cumstances as at present, when prac- 
tically all the commissions are over- 
whelmed by the impossible job of ad- 
justing the rates of the numerous 
companies to the sweeping changes in 
economic conditions that have taken 
place in recent years. But in 1929 we 
were told that regulation was at the 
crossroads of fundamental readjust- 
ment in the public interest or discard 
for more suitable public agencies.’ 


[ it was then, as we believe, in- 
effective and warranted condem- 
nation by the New York commis- 
sion on the revision of public serv- 
ice commission law, on the basis of 
experience since, it has certainly dem- 
onstrated its inadequacy in dealing 
with conditions of rapid and sweep- 
ing economic change. 


1W. E. Mosher, “Electrical Utilities—the 
Crisis in Public Control”; New York: Har- 
per & Brothers, 1929. 
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The present system is, I believe, in- 
adequate not only with respect to the 
limited purposes for which it was 
originally established, but it has not 
been adapted to changing conditions 
and developing public requirements. 
We shall consider first its defects with 
regard to established purposes and, 
second, its inadequacy with respect to 
future needs to make regulation an 
effective instrument of public policy. 
In this article I wish to make particu- 
larly clear that I am dealing with the 
system, and not with personalities; 
that I am impugning the good faith of 
nobody. What is wrong is not the 
individuals or even poor human na- 
ture, but our sheer failure to establish 
clear objectives and to provide appro- 
priate administrative standards and 
machinery. What is needed is not the 
pointing of fault and duty to individ- 
uals, but the establishment of clear 
policies with effective provisions for 
administration. 


ee. basic difficulty arises from the 
fact that increasingly important 
public functions have been entrusted to 
private organization without proper 
standards and measures to prevent 
conflict between private and public in- 


terests. To provide gas, transporta- 
tion, and electricity is essentially a 
public function just as the furnishing 
of water, sanitation, street mainte- 
nance, and the various other services 
that are practically indispensable to 
community life. This is not only an 
economic fact but is recognized in our 
fundamental law; it creates the dis- 
tinction between public utilities and 
private business. While the services 
are mostly organized in the form of 
private business, they are, neverthe- 


less, public in character ; and it is the 
function of regulation to protect the 
public interest without impairment of 
private rights. This applies not only 
to rates but to all other aspects of pub- 
lic interest. 


B" why should public functions be 
entrusted to private companies, 
and why then establish an exterior 
system of regulation in the public 
interest? Why not outright public 
organization? 

The answer is in part historical and 
technological, and in part practical and 
economic. But whatever the particu- 
lar reason for leaving public functions 
with private organization, the fact 
should be clear that if reasonably satis- 
factory results are to be expected from 
exterior regulation, conflict between 
public and private interest must be 
expressly eliminated. This applies 
particularly to rate regulation, but also 
to other aspects of public control. 

Here is the basic trouble with our 
system. It embodies fundamental 
conflicts of interest. It has never es- 
tablished precisely and definitely the 
relative and reciprocal private and 
public rights. Nor has it provided 
adequate administrative standards and 
methods so that the companies will 
be systematically assured the compen- 
sation to which they are entitled, and 
that the public will actually receive 
the protection contemplated by the 
regulatory statutes. It lacks exact and 
administrable yardsticks both as to 
private rights and public interest. 

Under these conditions of indefi- 
niteness, every important effort to fix 
rates, or to impose other duties or re- 
straints upon a company, produces 
conflict and creates a state of litiga- 
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tion instead of clear and exact ad- 
ministration of public purposes. In 
‘rate making, the dispute involves both 
the legal basis of compensation and 
the determination of the facts. Con- 
sequently the regulatory body in its 
procedure is converted primarily into 
a court; it holds hearings, receives evi- 
dence, and decides on the record as 
presented on behalf of the two sides. 
It becomes largely strangled by pro- 
cedure. The result is not only failure 
of positive regulation as the exercise 
of direct sovereignty in the interest 
of the public, but also failure to repre- 
sent the public adequately as a party 
to litigation. 


HAT can and should be done? 

On the one extreme, we are 
asked to recognize the utter failure 
of regulation, admit the impossibility 
of subjecting enormous private inter- 
ests to effective public control, and re- 
place the present system outright with 
public organization. We are told that 
the regulation of an industry which, 
like the electric, represents an invest- 
ment upward of ten billions of dollars, 
involves insuperable obstacles, that it 
results inevitably in bringing the regu- 
latory body under the control of the 
assumedly regulated industry. We 
are told that it is not only a vain 
struggle, but is the source of vast 
political and economic demoralization. 
Personally, I fear that there is much 


truth in this view. It is attractive, 
moreover, to visualize the institution 
of outright public organization, with 
the consequent elimination of all con- 
flicts of interest between private man- 
agements and public purposes. But 
however attractive such a direct course 
may be, it has its own difficulties which 
must be balanced against the obstacles 
of trying to convert private organiza- 
tions into satisfactory public agencies. 
Neither system is simple of realiza- 
tion. While there are many instances 
of successful public ownership, the 
prevailing organization is private and 
its transformation, if desirable, is cer- 
tain to be slow. Under these condi- 
tions, consideration must be given to 
the possibilities of reasonably satisfac- 
tory adjustment of regulation for the 
better realization of the public interest. 


I BELIEVE, Of course, that every mu- 
nicipality should be legally free to 
establish its own utilities and combine 
with others where joint services may 
be economically available. There are 
undoubtedly many instances where 
conditions for successful public opera- 
tion are favorable, especially where, 
for example, electricity or gas may be 
added to the water system already 
municipally operated. In such in- 
stances there may be economy of op- 
eration, especially saving of overhead 
and fixed charges, also advantages in 
facilitating the use of streets. Fur- 


ed 


nature, but our sheer failure to establish clear objectives 


q “WHAT ts wrong is not the individuals or even poor human 


and to provide appropriate administrative standards and 
machinery. What is needed ts not the pointing of fault and 
duty to individials, but the establishment of clear policies 
with effective provisions for administration.” 
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thermore, the right to institute a mu- 
nicipal utility stands as a powerful 
incentive for a company to regard 
more zealously its public responsibili- 
ties. The existing legal restraints 
upon municipal ownership are, I be- 
lieve, anachronistic, ridiculous, and 
should be swept aside. While private 
interests should, of course, be protect- 
ed from confiscation, every commun- 
ity should be free to determine its own 
utility policies as to ownership and 
operation. 


B™ assume that the right to mu- 
nicipal self-determination be fully 
established, there is still the fact that 
the utilities are preponderantly owned 
and operated privately. That they can 
be transformed into municipal systems 
within say ten or fifteen years, is rath- 
er improbable. That they should be 
so converted throughout is extremely 
doubtful, partly because the areas of 
effective operation do not coincide 
with the municipal jurisdiction. And, 
under present and prospective condi- 
tions private operation is probably 
more efficient if the management cen- 
ters its attention on operation instead 
of stock markets and manipulation. 
In any case, however, the present ex- 
tent of private organization is likely 
to prevail indefinitely for the future, 
unless present unsatisfactory condi- 
- tions continue and aroused public dis- 
content should sweep private owner- 
ship in the economic discard. That 
there are such possibilities, not ter- 
ribly remote, should be quite evident 
to all observant people. As against 
public organization, however, I shall 
try to present briefly the basic points 
which, I believe, should be considered 
in the revision of public utility poli- 


cies, if private management is to serve 
more the underlying public purpose. 


HE first and most glaring need is 

to eliminate from the system of 
regulation the conflict of interest 
which emerges in practically every im- 
portant effort to provide for the pub- 
lic interest. The public rights, objec- 
tives, and duties should be precisely 
established by law, as should the rights 
and responsibilities of the companies, 
with effective administrative provi- 
sions. In rate control, for example, 
whether rates shall be raised or re- 
duced, or otherwise adjusted, should 
be purely an administrative matter, 
without financial gain or loss to the 
company. Its rights to return should 
be definite ; the obligations of the pub- 
lic should be equally explicit; both 
rights and duties should be subject to 
exact administrative procedure. 


I SHALL not attempt to set out here 
the mechanics of an administrable 
system of regulation. Such a plan 
was developed in 1929 by the special 
legislative committee which investi- 
gated the system of regulation in New 
York. It was embodied particularly 
in the bills prepared by the minority 
of the committee and sponsored by the 
then Governor Franklin D. Roosevelt, 
and has been discussed in considerable 
detail in previous articles in the Fort- 
NIGHTLY. Its essential features of 
precision as to legal rights, exactness 
as to fact, and elimination of conflict, 
constitute the prerequisites of a satis- 
factory system of public control.* 


2 Articles in Pustic Utiities FortNiGHTLY 
by the author, bearing directly upon this 
matter, are: “Adjusted Actual Costs,” the 
economic reasons for adopting a fixed and 
nonvariable rate base for future rate-making 
policy, May 2, 1929; “The Fixed Rate Base; 
Why Is It Constitutional?” July 10, 1930. 








Id 
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6 HILE there are many instances of suc- 

cessful public ownership, the prevailing 
organization is private and its transformation, 
if desirable, is certain to be slow. Under these 
conditions, consideration must be given to the 
possibilities of reasonably satisfactory adjust- 
ment of regulation for the better realization of 


the public interest.” 


Adjustment of Regulation Necessary 
in Public Interest 











All other modifications, short of le- 
gal and administrative definiteness, 
are at best only palliative or tempo- 
rary. There are, however, available 
measures which would doubtless re- 
lieve the present stringency and would 
permit the system to function more 
satisfactorily. First, it would be prac- 
ticable to expedite action through 
standardization and simplification of 
procedure and emergency shortcuts.* 
Second, it may be advisable to relocate 
or separate the functions which have 
been merged within the same regula- 
tory body. 


A’ present, because of the prevail- 
ing conflict, the commission 
combines within itself both the rep- 
resentative-legislative function to pro- 
tect the public interest, and the ju- 
dicial one to decide in individual 
cases between public and private dis- 
putes. When it fixes rates or acts 
on any other matter of divergent 
interest, it speaks not only in a legis- 





3 For detailed consideration of what might 
be accomplished, refer to article on Standard- 
ization and Simplification of Rate Procedure 
in the August 17th number of Pusiic Utizi- 
Tlzgs FortTNIGHTLY. 
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lative capacity as representative of 
the public, but also judicially as be- 
tween opposing and litigating parties. 
It is the judicial role which, though 
unavoidable under the prevailing 
statutes, has imposed the cumbersome 
procedure and throttled down legisla- 
tive-representative action. The expe- 
rience of nearly thirty years has, I be- 
lieve, amply demonstrated that the 
commission cannot be effectively rep- 
resentative as to public interest, and 
simultaneously judicial as between 
public and private disputes. The two 
functions are glaringly conflicting and, 
I believe, can never be satisfactorily 
embodied in one commission. 


grees the commission were made 
definitely representative-legisla- 
tive, stripped of judicial responsibili- 
ties. Its position then would be out- 
right legislative, nothing more, in fix- 
ing rates and in imposing other re- 
quirements upon the companies in the 
interest of the public. With each or- 
der it would issue a pure legislative 
command, without judicial restraints 
and procedure. It would still, of 
course, be under the general constitu- 
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tional limitations that operate against 
the legislature ; it could not fix confis- 
catory rates. It would still be assisted 
by engineers, accountants, and other 
experts to work out proper rates and 
other orders. It would conduct in- 
quiries and even grant hearings, but 
all as it deemed desirable and through- 
out it would be unhampered in proce- 
dure. Its orders would stand as law 
until the company succeeded in prov- 
ing before a court that the require- 
ments are in fact confiscatory or oth- 
erwise illegal. 


Phe such separation of powers 
the commission could act. It 
would not be stalled by judicial re- 
quirements now imposed upon it. 
When it has acted, its order would 
still be subject to attack before a 
court; but this would follow the 
action, not block it; and it would 
apply only to limited instances and 
not to all commission inquiries. Un- 
der such a system, the commissions 
could now order prompt reductions 
in rates, which manifestly should 
be effected but which are _ indefi- 
nitely blocked because of judicial 
procedure. No company would be 
deprived of basic rights, but it could 
not pursue obstructive tactics before 
the commission to prevent action on 
behalf of the public. 


Other allocations of powers could 


be made and be more effective from 
the public standpoint than the present 
self-blocking combination. The com- 
mission might be converted into an 
expert and administrative adjunct to 
the legislature. It would report and 
recommend whatever it considered 
justifiable; and the legislature would 
enact whatever it deemed desirable. 


The action would be law, and the bur- 
den of proof as to alleged unconstitu- 
tionality would rest upon the compa- 
nies in regular judicial procedure. 


y  lgrsienge possibility that has dis- 
tinct advantages as well as dis- 
advantages, would be to convert the 
commission to a purely judicial body, 
and to convey the representative-legis- 
lative function to the municipalities or 
other subdivisions of the state. Each 
local governing body would have the 
power and responsibility to fix rates 
and other regulations within its own 
borders. Its position would be that 
of the legislature ; the company would 
have the right to appeal from the lo- 
cal orders; and the commission would 
be a special court in such cases, upon 
complaint against local utility ordi- 
nances. 

This plan has the advantage of plac- 
ing responsibility upon local officials 
who are in closest contact with condi- 
tions under which service is rendered. 
It would meet the special obstacle to 
satisfactory commission or direct leg- 
islative control, remoteness and lack 
of contact with local circumstances. 
Its disadvantage would be lack of fa- 
cilities on the part of most communi- 
ties for determining what rates and 
other requirements are reasonable. It 
might require a special bureau to fur- 
nish technical assistance to the com- 
munities. 


6 Biss simplification and standardi- 
zation of procedure, as well as 
the suggested separation of functions 
for the commissions, are offered only 
as available means to prevent deadlock 
in regulation, especially during quick 
shifts in costs and price levels. They 
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would materially narrow the field of 
conflict and transfer the litigation to 
special tribunals other than the bodies 
charged directly with public responsi- 
bility, but they would not remove the 
constant private resistance to public 
objectives. They would, however, fa- 
cilitate action on behalf of the public 
without stalling the work of regula- 
tion. They would go far to obviate 
the present trouble of not only delayed 
and expensive action but the general 
avoidance of action because of the 
dead-locking and almost futile pro- 
cedure. 

I have been told that in claiming 
present commission regulation to be 
ineffective I overlook the fact that in 
the great majority of cases the com- 
mission decisions are final; that the 
cases never reach the courts at all. 

Granted; but the trouble is that the 
commissions themselves serve as 
courts in all the cases and so, in all 
instances, incur unwarranted delays 
and excessive costs paid by the public. 
And worst of all, the constantly 
threatening delays and costs prevent 
the commissions from undertaking 
systematically the responsibility of ac- 
tion on behalf of the public. Most 
commissions will readily admit that 
this is true. They know well enough 
that present residential, commercial, 
and municipal rates are generally un- 
reasonable, but find themselves help- 
less to bring about the needed reduc- 


tions. They are largely stalled, and 
cannot act according to public require- 
ments as most of them would like. 

I propose merely that a commission 
or any other body charged with re- 
sponsibility for public action, shall be 
placed in position to act. I do not 
suggest that rates be fixed without in- 
quiry as to their justification, without 
regard to reasonable costs and fair re- 
turn. But I do urge that sensible 
methods of determination be used, and 
that when the basis of proper decision 
has been reached, action should not be 
blocked by procedure that belongs to 
the courts. 


oe great bulk of legislative ac- 
tion, too, is final, not carried to 
the courts. The same would be true 
if the commissions were freed from 
their present judicial incumbrances, 
and the companies were left to go to 
courts when they felt themselves ag- 
grieved. Just as it would be intoler- 
able for the legislature itself to try 
cases of claimed individual rights 
while acting in behalf of public needs, 
so the commission cannot act effec- 
tively in the public interest if simul- 
taneously required to try the cases of 
claimed rights on the part of the com- 
panies and on the part of consumers 
or other interested groups. 

Effective legislative action is inevi- 
tably stalled, it seems to me, if it is 
linked up with judicial inquiry and 


2 


“I PROPOSE merely that a commission or any other body 
charged with responsibility for public action, shall be placed 


in position to act. 


I do not suggest that rates be fixed 


without inquiry-as to thetr justification, without regard to 
reasonable costs and fair return.” 
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procedure. It is the avoidance of 
nonaction that bespeaks the break- 
down of the legislative-judicial sys- 
tem of regulation, not the cases that 
go to the courts. These might not be 
avoided by any one of the suggested 
separation of powers, but they would 
reach the courts without prior delay 
and expense, and their experience 
would not serve to stop action with 
respect to the vast number of other 
instances that require adjustment in 
the public interest. Let the legisla- 
tive action be fair and prompt, with 
reasonable background of inquiry and 
facts, and then let the individual in- 
stances of claimed injury be litigated 
in proper judicial manner. But let us 
not prevent reasonable action by im- 
posing throughout judicial procedure. 


HE suggested changes would, I 

believe, make the regulatory sys- 
tem function more readily, but there 
would still remain the warring par- 
ties, frequent litigation, and resistance 
to whole-hearted codperation in the 
public interest. Private opposition to 
public purposes is inherent so long as 
there is lacking exactness of return to 
the companies and definiteness of ob- 
ligation on the part of the public. 
Hence, for comprehensive realization 
of regulatory objectives, we must ulti- 
mately evolve a system under which 
_ the rights and obligations of the com- 
panies and the public are legally recog- 
nized as reciprocal, are clearly defined 
and automatically administered ; then 
desirable public policies may be con- 
sidered and achieved without constant 
opposition by private interests. 


W: come now to the fact that at 
present we have not only inade- 
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quate standards of exterior regulation, 
but we fail completely in embodying 
the public interest within the interior 
organization through which the public 
functions are exercised. We have con- 
cerned ourselves principally with rates, 
more incidentally with service, and 
casually with safeguarding of invest- 
ments. Otherwise we have not shaped 
public objectives with regard to inves- 
tors, labor, and particularly the organ- 
ization with respect to broad indus- 
trial and social needs of the commu- 
nities or the state at large. We have 
not established adequate public objec- 
tives and have not provided for the 
managerial embodiment of the pur- 
poses. 

The present companies have mostly 
been organized, developed, consolidat- 
ed, reorganized, merged, affiliated, and 
controlled through a series of holding 
companies, management companies, 
engineering and financial concerns, 
chiefly as a matter of private advan- 
tage and profit to a group of very few 
people, without regard to public inter- 
est. Companies and systems have been 
brought together not because they 
promised clear public advantage or be- 
cause they constituted natural eco- 
nomic grouping from the standpoint 
of location and communities served, 
but .merely because each particular 
step in the line of organization prom- 
ised private advantages to the group 
in control. 

Mostly the consolidations and suc- 
cessive regroupings have been brought 
about through far-flung competition 
between groups, with the result of 
gross overbidding for properties, un- 
warranted capital structures, excessive 
fixed charges, extravagant overheads, 
and incoherent territorial alignments. 
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A Commission Should Be a Planning and 
Control Agency for the State 


6“ HAT I now propose is a commission 
which is a planning and control agency 
for the state in the field of recognized public 


utilities. 


It would be entrusted with responsi- 


bility to plan in the interest of the state at large 
and with power to carry out the plans for the 


benefit of the state.” 





In but few states is there sensible co- 
érdinations of properties from the 
standpoint of economic advantage to 
the public at large. In most states 
there are several power systems with 
overlapping of properties and without 
codrdination as to fundamental state 
requirements. In no state is there 
economical organization for adequate 
realization of public purposes. 
Throughout, the groupings have been 
determined by competitive incentives 
as between financial groups, and prac- 
tically never by reasonable public 
needs and objectives. 

As I visualize the situation, there is 
needed in every state a comprehensive 
utility policy established in the inter- 
est of the state at large. In the case 
of power, for example, unless I am 
mistaken in my conception of future 
technological developments, I deem it 
highly desirable from the public stand- 
point to bring about in each state a 
unified or closely codrdinated system 
of production, transmission, and dis- 
tribution properties. While strictly 
local facilities might in many instances 
be separately organized with commu- 
nity advantages, the larger production 
and transmission properties should be 
brought under statewide organization, 


planned and controlled from the stand- 
point of statewide requirements. 


S° far, however, our regulatory ef- 
forts have been expended princi- 
pally in attempts to prevent over- 
charges to the public and discrimina- 
tory practices as between different 
classes of consumers. More impor- 
tant, however, are the affirmative ob- 
jectives of economical organization 
and development of resources. It is 
in the public interest, as I conceive it, 
to pool all power resources of the state 
in the most efficient manner available 
under modern technological condi- 
tions. It is in the public interest to 
formulate and realize a comprehensive 
program of rural electrification, ade- 
quately lighted highways, wide rail- 
road electrification, and much more 
extensive utilization of electricity for 
residential, commercial, and municipal 
purposes, to foster industry and im- 
prove living conditions in all sections 
of the state. 

These affirmative objectives cannot 
be brought about by mere exterior 
control over companies which in their 
interior organization embody exclu- 
sively privaté objectives. For the pur- 
pose of enhancing these constructive 
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efforts, our regulatory process must 
include interior coérdination. It must 
become a comprehensive system of 
state utility planning. It should pro- 
vide security for investors, but should 
eliminate speculation and manipula- 
tion for private profit. It should have 
constructive regard for transforming 
the present private companies or sys- 
tems into state-integrated units, and 
focusing the interior management up- 
on public objectives. 


 pecsnd I now propose is a commis- 
sion which is a planning and 
control agency for the state in the field 
of recognized public utilities. It 
would be entrusted with responsibil- 
ity to plan in the interest of the state 
at large and with power to carry out 
the plans for the benefit of the state. 
It would be concerned with appropri- 
ate interior organization and manage- 
ment as well as with exterior control. 
It would have regard not only for con- 
sumers but also for investors, work- 
ers, and for the general welfare of all 
parts and all classes of the state. 

The particular type of interior or- 
ganization and exterior control that 
may be desirable, depends chiefly upon 
the technological facts within each 
utility. For electricity, as elaborated 
in some detail, the organization of gen- 
erating and transmission facilities 
. should doubtless be statewide, while 
the distribution might well be organ- 
ized locally. For some utilities, the 
organization would be naturally local, 
and for others definite interstate pro- 
visions would be necessary. What is 
essential, however, is a suitable agency 
which is comprehensively representa- 


tive of the public interest. It should 
have the right and duty to do what 
should be done, equipped with appro- 
priate administrative standards to 
carry out public objectives. 

I think such a system can be at- 
tained through comprehensive legis- 
lation without dislodging all private 
interests and establishing outright 
public organization. Such a result is, 
I think, not only desirable from the 
public standpoint, but it seems prac- 
tically inevitable. If the present pri- 
vate interests should oppose, they may 
cause delay in its realization, but they 
can hardly prevent it and they may 
bring about the establishment of out- 
right public organization, such as in 
Ontario, Canada. That they can per- 
manently stand in the way of reason- 
able public planning and control mani- 
festly necessary from the public stand- 
point, is not likely. I should be de- 
lighted to see them codperate volunta- 
rily in establishing a system which 
would serve as an effective conveyance 
of public interest as well as a conser- 
vator of private investments. While 
I am rather pessimistic as to whole- 
hearted voluntary cooperation, the 
state in its sovereignty is strong 
enough to impose its purposes when 
it has formulated them, without re- 
gard to the private position, and it can 
establish outright public organization 
if that should appear the preferable 
course of action. 

Whatever the future developments 
may be, I feel clear that the present 
situation of regulatory deadlock and 
lack of adequate objective is transi- 
tory, because it is utterly indefensible 
on rational grounds. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


H. Lester Hooker 
Past President, National Associa- 
tion of Railroad and Utilities 
Commissioners. 


C. J. GoopNnoucu 
Chairman, Pennsylvania Public 
Service Commission. 


EuGENE TALMADGE 
Governor of Georgia. 


Davin E. LItienTHAL 
General Counsel, Tennessee Valley 
Authority. 


DANIEL WILLARD 
President, Baltimore & Ohio 
Railroad. 


C. A. Dykstra 
City Manager, Cincinnati, Ohio. 


Donatp RICHBERG 
General Counsel, NRA. 


LeLtanp OLps 
Secretary, New York Power 
Authority. 


Rosert R. McCormick 
Publisher, Chicago Daily Tribune. 


The Wall Street Journal. 


—MOoNTAIGNE 


“The very existence of state regulation is being at- 
tacked.” 


> 


“Regulation is, after thirty-odd years, 
experimental stage.” 


still in its 


> 


“If the new commissioners don’t cut utility rates I'll 
take them out and put in some who will.” 


> 


“The Tennessee Valley Authority is not engaged in 
a punitive expedition against the utilities.” 


- 


“The physical condition of the railroads today is 
substantially better than at the end of Federal control.” 


Sl 
“The consumer is going to demand an ac- 
counting from utility concerns such as he asks from 
his government.” 
e 
“I believe that many a state commissioner has looked 
upon the methods of NRA with a more sympathetic 
than critical eye.” 
- 
“The theory that regulation could be rendered effective 
merely by increasing the jurisdiction of the public service 
commission proved mistaken.” 


* 


“The present scheme of government control of in- 
dustry is a reéstablishment of the medieval English star 
chamber form of government.” 


> 


“And why not Blue Eagles for state utility commis- 
sions willing to sign a code that will permit the utility 
companies to exert their latent power for industrial 


recovery ?” 
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Pioneers 1n the Power Industry 


Samuel Ferguson 


The recent action of Samuel Ferguson in withdrawing his electric power 

company from membership in the Edison Electric Institute rather than be a party 

to the submission of the NRA code for the utilities has focused national 

attention upon a stalwart and independent figure in the industry. Mr. Ferguson’s 

company is more than meeting the requirements of the NRA code, and is 
conforming in spirit to the recovery program. 


By ARCHER E. KNOWLTON 


Oo matter how large or how 
N small the litter of pups, there 
is usually one fuzzy little fel- 
low among them that spends his time 
exploring while the others huddle to- 
gether looking sad and forlorn. That 
odd one captures the hearts of the 
group outside of the pet-shop window. 
They are sure his inquisitiveness 
marks him a specimen that will out- 
shine the others in the end. 

This country is pretty well covered 
today with electric light and power 
service. In fact, the homes that do 
not have electricity are either down in 
the slums or pretty far out in the 
sticks. That means a good many man- 
agers and executives among the gal- 
axy of companies that comprise the 
twelve billion dollar industry. In oth- 
er words, the officials constitute a 
good-sized litter of pups. Among 
them is one who is forever toddling 


off on exploratory expeditions while 
the others can, if they must, bemoan 
the fate that destined them to be pups 
rather than rah-rah boys, rabbis, or 
racketeers. 

About one in every 500 who may 
read this may begin to surmise who 
this singular individual may be; the 
other 499 are not so likely to guess 
because they never had their electric 
utility give them as customers a divi- 
dend every time the stockholders get 
one. They cannot conjecture who it 
is because they may never have heard 
of a utility offering to take the 
I.0.U.’s of its customers who are tem- 
porarily destitute of funds with which 
to pay for their necessary use of elec- 
tricity. Nor will they recollect their 
electric utility president coolly putting 
his neck into the loop of the lariat in 
order to unhorse a local political cow- 
boy who might as well have turned the 
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executive himself into a pepper-danc- 
ing victim. Nor will they identify this 
one of the “power barons” as one of 
the very few in the whole country 
who took pains to demonstrate that 
his company needed and wanted no 
holding company affiliation. Maybe, 
_on the other hand, no holding com- 
pany really wanted him and his unique 
ideas of public acceptance and public 
service. 

But even these few disclosures have 
already identified to the readers in 
Hartford, Connecticut, that the text 
of this sermon is taken from the book 
of Samuel. To be specific, from the 
book of Samuel Ferguson, president 
of the Hartford Electric Light Com- 
pany, one of the few independent elec- 
tric utilities in the whole country. 
And when I say independent I mean 
independent. They think and act dif- 
ferently up there in that Connecticut 
utility and they don’t care if someone 
does find it out. Also they have been 
doing things that way from the time 
when the company itself was a pup 
back in the 80’s. 


AMUEL Ferguson did not have to 
blaze an unbroken trail with his 
novel ideas. Austin C. Dunham, his 
predecessor, had won fame among 
utility people of his day by the ex- 
tremes to which he went in courageous 
pioneering just to prove the soundness 
of his faith in the future of electricity. 
If they should give silver cups for be- 
ing first in the initiation of electrical 
departures the Hartford Company 
would have more trophies than the 
transatlantic fliers. 
Many of these pioneering moves 
had to do with technical things like 
arc lamps, high-voltage transmission, 


steam turbines, and mercury turbines, 
but more of those anon. The things 
that count with the consuming public, 
however, are not these details but 
rather, what is done to render more 
pleasing service at lower cost. 
Domestic customers in Hartford 
paid 20 cents a kilowatt hour in 1901. 
In 1933 they do not have to use so 
very much to earn a rate of 14 cents a 
kilowatt hour after paying a small flat 
rate and 3 cents for the first few units. 
The average rate paid by the whole 
group was cut in two in ten years, 9.8 
cents in 1922 and 4.55 cents in 1932. 
How? Just because of the lowered 
rate and the eagerness of the patrons 
to use twice as much, knowing they 
would be paying but little more per 
month. The flat charge which made 
the reduced rates possible was relative- 
ly new at the time to the lighting busi- 
ness although it was and still is a fa- 
miliar component of telephone 
charges. How did the customers take 
it when it was instituted? Putting 
that over successfully was one of Mr. 
Ferguson’s most spectacular moves. 


ws accomplishing this benefit for his 
customers Samuel Ferguson did 
something few others would have had 


the courage to do. He sensed that the 
only way to break away from the fet- 
ters of the straight meter charge—by 
that time down to 10 cents a kilowatt 
hour—was to introduce a flat charge 
based upon the size of each custom- 
er’s home and thus enable a radically 
reduced rate for all the units used. 
But a flat monthly charge was a new 
idea in electric rates for New England 
territory. Would the customers take 
it graciously even if fully explained 
in ABC English? How would it do 
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to disarm their innate suspicion by af- 
fording all possible chance for political 
manipulation to check the innovation? 

That’s exactly what Ferguson did. 

Proverbially Republican, Hartford 
at the time had a Democratic mayor. 
Now, get this point; Samuel Fergu- 
son announced in his newspaper ad- 
vertisements that anyone who did not 
understand the new scheme or pre- 
ferred the old scheme after a year’s 
trial could write, not the company, but 
the mayor. The mayor had consented 
to receive the possible flood of wails. 
Perhaps the mayor had a quiet hope 
that he could cement his hold on the 
populace by thwarting the company’s 
move. If that was his hope it was 
destined to defeat. Out of 34,599 
customers only 67 replies were re- 
ceived by the mayor. Some of those 
few customers reversed their attitude 
when further explanation was offered 
them. A few obdurate ones held out 
and they were allowed to remain on 
the prevailing 10-cent rate as an op- 
tion. 

What could the mayor do had he 
been disposed to capitalize his oppor- 
tunity ? 

Not many utility executives would 
have taken such a political risk. But 
Ferguson knew the temper of his citi- 
zenry and he knew he was right. 

It rankles some public service cus- 
tomers to realize that every time they 
pay their bills they are contributing 


e 


something toward paying dividends to 
the stockholders. Not so, of course, 
if they have perchance become stock- 
holders themselves. In Hartford all 
of them virtually have become stock- 
holders without being importuned to 
buy stock. They just get the “divi- 
dends” and thus share along with the 
stockholders and the employees in any 
increase in earnings that comes from 
any growth in usage under the stimu- 
lating influence of the promotional 
rate. 


oe October since 1925 the cus- 
tomers have been getting a “divi- 
dend” form of reduction on that 
monthly bill. It has ranged from 10 
per cent to 60 per cent according to 
whether the company’s revenue in- 
creases more or less. Having half or 
more of a month’s bill remitted is a 
pleasant experience even when money 
is more plentiful than now. Why in 
October? Oh, that is an average 
month, vacations are over, and it is 
also the month when bills begin to in- 
crease as the days shorten and day- 
light saving has just been abandoned. 
Not only does it please all but it ap- 
peases those who, unthinkingly, com- 
plain as soon as the bills tend to creep 
up because the sun is going south for 
the winter. Who but Samuel Fergu- 
son would think of “killing two birds 
with one stone” by such a gesture? 
It has proven a flexible means of sta- 


a ‘dividend’ form of reduction on their monthly bills. It 


q “Every October since 1925 the customers have been getting 


has ranged from 10 per cent to 60 per cent according to 
whether the company’s revenue increases more or less. 
Having half or more of a month’s bill remitted ts a pleasant 


experience.” 
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bilizing the company’s earnings as 
they have fluctuated from fat to lean 
with general business. What with 
NRA and all its preludes, there can 
be no customers dividends this year. 

Depression hit New England as 
well as everywhere. There were— 
and still are—consumers in Hartford 
" jn such straits that they cannot always 
pay their bills promptly. Rigid regu- 
lation under the state public service 
commissions might well require that 
such customers be cut off in order that 
their delinquency be no burden on the 
other customers. But that does not 
quite jibe with Samuel Ferguson’s 
conception of the responsibilities of 
public service in times of stress. He 
announced to his patrons that the com- 
pany would take the I.0.U.’s of cus- 
tomers in distress. That certainly 
sounds like a human thing todo. But, 
of course, it could be done safely only 
by a company that had so held good 
will as to maintain a profitable status 
and a margin of surplus. 


pay another instance of catering 


to the wishes of customers. For 
long the company has replaced with- 
out charge the larger wattage lamps 
of its customers as they burn out. 
Nowadays economy forces some peo- 
ple to revert to the smaller sized bulbs. 
Paying for those smaller bulbs after 
getting the larger ones free would 
rankle a measurable fraction of the 
patrons. Did Ferguson wait until this 
source of discontent rolled up into a 
nucleus of mass complaint? Hardly. 
It was announced recently that the 
same kind of credit would be allowed 
on the price of the smaller lamps as 
worked to eliminate all charge for the 
larger ones. That is, the same per- 


centage of the revenue derived from 
the lamp during its lifetime is placed 
as a credit against the retail price of 
the lamp in each instance. What if 
the price then charged to the customer 
at retail is just about equal to the 
wholesale cost to the company? The 
customer gets the benefit of the dis- 
count and the company holds the good 
will of its customers. 

Maybe if more companies could 
have found a way to do something 
like this there would never have been 
such an influx of lower grade foreign 
lamps to ruin the business of our own 
lamp factories. 

But unfortunately, many companies 
could not do that sort of thing because 
in some states the giving away of 
lamps has been prohibited by the utili- 
ties boards, all on the premise that the 
company makes up the loss by charg- 
ing more for electricity. The Hart- 
ford Company has found a way to 
eliminate the inequities. It’s all in do- 
ing the right thing at the right time. 


Bae another instance where an 
opportunity was grasped to dem- 
onstrate that the company had a heart 
that could understand. Hartford 
householders use electric water heat- 
ers extensively because of the low rate 
for energy for this form of consump- 
tion. In fact there are many residen- 
tial customers there who use 20,000 
and more kilowatt hours a year for 
cooking, refrigeration, water heating, 
and other purposes. A few of them 
are pushing Samuel Ferguson hard to 
maintain his present lead with 30,000 
used in his own home. But one of 
the water-heating customers suffered 
a mishap. For some obscure reason 
the heater exploded and practically 
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A 


A Power Company that Accepts a Customer’s I.0.U. 


ce HERE are consumers in Hartford in such straits that they cannot 


always pay their bills promptly. 


Rigid regulation under the 


state public service commissions might well require that such customers 

be cut off in order that their delinquency be no burden on the other 

customers. But that does not quite jibe with Samuel Ferguson’s con- 

ception of the responsibilities of public service in times of stress. He 

announced to his patrons that the company would take the 1.0.U.’s 
of customers in distress.” 





wrecked the house some hours after 
the owner had left to join his family 
at the seashore. The cause was ulti- 
mately established as a defective water 
service, but nevertheless the utility 
company accepted the responsibility. 
That act set the company back many 
thousands of dollars but to have 
placed the burden on the innocent 
house owner would have ruined Sam- 
uel Ferguson’s objective of making 
the whole city addicts of electricity on 
a wholesale scale. So the company 
paid and no secret was made of it ei- 
ther. Naturally all the water heaters 
in service were made proof against 
similar failure, so once again practi- 
cally everybody gained by the astute- 
ness of the guiding genius. 


B* now the impression may have 
been gained that Samuel Fergu- 
son is an opportunist or a softie and 
that Hartford Electric Light Com- 
pany is just a charitable organization. 
Quite the opposite. There is in the 


whole utility business no harder-head- 
ed stickler for his facts, his tenets, and 
his rights. It takes a powerful argu- 
ment to divert him from his chosen 
path. But that choice is invariably 
founded on quiet deliberation and an 
intuitive perception of what the cus- 
tomer wants and what is good for 
him. He seems to have been born 
with the capacity for foreseeing what 
is best for the customer and to have 
acquired the forcefulness to see that 
the customer gets it. His obsession 
seems to be that what is best for the 
customer can’t help being good for the 
company. In dozens of other prac- 
tices like the random samples cited 
here there is a striking concomitance 
of mutual benefits to the patrons of 
the company and to the investors in 
the enterprise. 


Bi ew years ago holding companies 
were expanding at a lively rate, 
ultimately gobbling nearly all the in- 
dependent local utilities in sight. The 
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justification for the consolidations was 
often that savings could be effected 
by tying the properties together and 
utilizing the most efficient steam gen- 
erating stations and the water power 
to carry the combined system load for 
as much of the time as possible. In 
this way the waste of unused water 
' going over the dams and the waste of 
coal in the older and less efficient 
steam plants could be averted. 

The Connecticut valley offered just 
such a golden opportunity for con- 
solidation. But Samuel Ferguson 
knew his territory and he knew his 
neighbors in the valley. They were in- 
dependent Yankees like himself, took 
equal pride in their properties as civic 
entities, and relished no more than he 
the prospect of losing their identity in 
a merger forced upon them by exploit- 
ers from without. Nor did they rel- 
ish even the prospect of seeing their 
strategic position ruined by piecemeal 
defections. 

In Samuel Ferguson’s mind arose 
the query—if the holding company or 
consolidation virtue rests even in part 
on interchange of power between com- 
ponents of a merged system, why not 
have the benefits of the physical union 
but avoid the identity-destroying in- 
cubus of the corporate merger? In 
fact it might be possible to go a step 
farther and use the alliance which 
shaped up in his mind for the purpose 
of demonstrating to the public the real 
economic advantage that arises from 
tying together the electric systems in- 
to a logical regional development. But 
no merger and no sacrifice of individ- 
uality need occur in attaining the 
economies. 

Out of this came the unique Con- 
necticut Valley Power Exchange in 


which Hartford joined hands with the 
then independent Springfield company 
and the Turners Falls Power Com- 
pany (hydro). The scheme was just 
this and it is not technical at all. Each 
company pays into the exchange what- 
ever it would cost it to produce power 
that it receives at a time when that 
power is available somewhere else at 
less cost. Each company sells at cost 
any surplus power it has available for 
the needs of the others. Naturally 
there is not likely to be a transaction 
(except in rare instances of plant 
breakdown) unless the purchasing 
company’s own cost at the moment is 
greater than the selling company’s 
cost. Practically every transfer of 
power, therefore, creates a profit to 
the exchange. At the end of the 
month the treasury is all divided pro 
rata among the participants. 

With that one-page gentlemen’s 
agreement effected among the valley 
companies there was little excuse for 
holding company intrusion so a voting 
trust agreement on the various com- 
pany’s stocks took care of the rest of 
the threat, if there was any. All the 
benefits of merger and none of the 
drawbacks. The scheme is still work- 
ing and still producing profits which 
are applied to reducing the operating 
expenses of the companies which par- 
ticipate. The local patrons of the util- 
ities thus share directly in the reduced 
cost of power generation. The ex- 
change has no chairman of the board, 
no president, no vice presidents, no 
stock, no fees—just an engineer-man- 
ager with the necessary despatching 
and statistical assistants. 


Mc™= you could stand something 
a bit more technical than the 
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“Now after seven years the 
has been vindicated. 


q 


triumph. 
virtues that steam lacks. 
Ferguson needed.” 


last item. It has to do with turbines, 
especially the mercury turbine. Hart- 
ford has been a pioneer with both 
kinds, steam and mercury. 

Up to about 1895 huge slow-speed 
Corliss and vertical reciprocating en- 
gines with their massive flywheels and 
ponderous valve-gear were all that 
was available to drive the electric gen- 
erators in steam-power plants. The 
need for developing something of 
higher speed, more compact dimen- 
sions, and less ravenous of fuel was 
foreseen. Out of this urge came the 
rotary engine or turbine. Among the 
successful ones was the reaction tur- 
bine devised by Charles Parsons (later 
Sir Charles). Samuel Ferguson’s 
predecessor, A. C. Dunham, placed an 
order for the first one of any real size 
built in this country. There were 
many smaller turbines already at work 
in 1895 but none more than a tenth 
as big as the 2,000-kilowatt reaction 
turbine which the Westinghouse Com- 
pany delivered on Dunham’s order 
that year. He had absolute faith that 
the turbine would completely supplant 
the cumbersome reciprocating engines 
then in vogue in industrial plants and 
in the electric power stations. 

Was he right? Where are today 
the majestic Corliss engines that elicit- 
ed the awe and admiration of every 
spectator? Of course, that pioneer 
turbine installation has since been out- 
done one hundred to one in size and 


experiment, the mercury boiler 
Those seven years were years 


of trial, tribulation, tenseness, temporizing, and finally, 
But the mercury boiler has thermal 
That is all the excuse Samuel 


e 


at least three to one in efficiency. That 
machine used some 27.5 pounds of 
steam to generate a kilowatt hour, 
There are some 208,000-kilowatt tur- 
bogenerators in service to-day and 
they use only about 9.5 pounds of 
steam to produce the same useful out- 
put. 

Dunham expected and experienced 
painful years of evolution to eliminate 
the imperfections of his pioneering 
venture but he had the faith that it 
could and would be done. He also had 
faith that the Hartford populace 
would be interested in the exemplifica- 
tion of his own courage and confi- 
dence. When that machine was deliv- 
ered it was not skidded unceremoni- 
ously onto its foundations. No, sir! 
It was loaded on a heavy dray, fes- 
tooned with bunting, and dragged 
through the downtown thoroughfares 
on its way to its berth in the power 
station; Hartford must know what its 
service company was doing to encour- 
age the coming of the electric day. 
Secrecy was (and still is) the foe of 
progress. Lord knows electricity is 
enough of a mystery as it is without 
adding to it by concealing the motives 
of the companies engaged in convert- 
ing it to the social benefits of mankind. 
7 years later the same spirit 

of exploration was again mani- 
fested by Dunham’s successor, Samuel 
Ferguson. Emmett, of the General 
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Electric Company, had prosecuted the 
idea that mercury vapor could be used 
in the same way that steam was being 
used. It could be produced in a mer- 
cury boiler at relatively low pressure 
and blown against the blades of a mer- 
cury turbine which would in turn 
. drive an electric generator. The tem- 
perature at which it would be exhaust- 
ed from the turbine would still be 
quite high. The water used to con- 
dense it back to liquid mercury would 
itself be converted to steam and the 
steam used as of old to drive a second 
turbogenerator. Clever scheme to 
avoid pushing steam to high pressures 
and temperatures in order to squeeze 
more heat out of the fuel that went 
into the furnace under the boiler. By 
such means does the kilowatt hour get 
cheaper for you and for me. Nobody 
but Samuel Ferguson aided and abet- 
ted by his lieutenant, Townsend H. 
Soren, had the courage to risk so 
much to make a technical dream come 
true. 

Now after seven years the experi- 
ment has been vindicated to such an 
extent that Newark and Schenectady 
are each soon to have in operation a 
machine twice as big as that which is 
successfully grinding out kilowatt 
hours in Hartford. Those seven years 
were years of trial, tribulation, tense- 
ness, temporizing, and finally, tri- 
umph. Mercury vapor is unhealthy to 
inhale, it corrodes ordinary metals and 
joint packings, it will find its way 
through leaks that steam or air would 
never find. But it has thermal virtues 
that steam lacks. That is all the ex- 
cuse Samuel Ferguson needed. 

The grief meant nothing to him if 
only he could make a kilowatt hour 


cheaper and thus be in a position to 
cajole his customers to use more of 
them. His goal is the one-cent kilo- 
watt hour in the full-use home of the 
future as extensively as industry has 
had its one-cent kilowatt hour in the 
past. He has not much further to go 
to attain his objective. 


ts is not at all strange that Hartford 
should take pride in such an insti- 
tution. It is not strange that the civic 
consciousness of this insurance center 
should be with Samuel Ferguson in 
his determination to preserve his pub- 
lic service enterprise intact, unspoiled, 
and unfettered. The people there may 
be forgiven for contrasting its respon- 
siveness to their best interests with the 
lack of it in other communities of 
which they hear. They have not ex- 
actly sainted its leader but they come 
as near doing it as is likely to happen 
to any utility man. Somehow the pub- 
lic doesn’t feel that utility men in gen- 
eral would look dignified wearing 
halos. 

So Samuel Ferguson will probably 
just have to be content with content- 
ment. That contentment seems to per- 
meate the atmosphere in his town and 
in itself constitutes the reward he pre- 
sumably treasures most anyhow. The 
only other possibility is the chuckle he 
can indulge in when he overhears his 
compeers in the business murmur “I 
wonder what Sam Ferguson will do 
next!’’ When he gets the chance to 
answer the implied criticism, it is this: 

“You have no valid cause for com- 
plaint so long as my stockholders con- 
tinue to receive as dividends a larger 
percentage of the company’s gross re- 
ceipts than do yours.” 





713 








What Others Think 





General Swope in “The Retreat from Moscow” 


i Bon is a sincere difference of edi- 
torial opinion as to whether Gerard 
Swope’s latest plan for industrial self- 
regulation which has attracted national, 
and even international, attention is: 

(1) A natural, normal, and premedi- 
tated additional stage in the develop- 
ment of the NRA; 

(2) A trial kite sent up by President 
Roosevelt to determine what to do next 
(this hypothesis assumes that the NRA 
is already stiffening with rigor mortis) ; 

(3) Or, as the Chicago Tribune re- 
marked, “an open door through which 
the government can make its retreat 
from Moscow!” 

There is some evidential support for 
all three views. First of all, President 
Roosevelt promptly put an end to the 
widely circulated rumor that immediate- 
ly followed publication of the latest 
Swope plan to the effect that the ad- 
ministration was preparing to ditch the 
NRA, by assembling departmental re- 
ports to show that 2,000,000 have been 
reémployed since the blue eagle first 
took wing. From the White House also 
came word that “the present was not 
thought a propitious time for a change 
in program.” Subsequent activity of 
the administration shows no intention 
to drop the NRA or even to slow up 
the drive for codes and conformance, 
notwithstanding growing criticism and 
defections. From this it may be argued 
that the administration regards the 
Swope plan, or something very much 
like it, as a counsel of perfection to be 
achieved only after business, labor, and 
the consumers have learned their ele- 
mentary lessons in recovery. Mr. 
Swope himself has given some color to 
this view. Speaking over the radio 
November 4th from Station WEAF 
(New York city) Mr. Swope expressed 


surprise at the wide publicity his ad- 
dress had received, as well as at “the 
misunderstanding, and, to some extent, 
misinterpretation that was evident.” 

“T do not consider,” he declared, “that 
my address had anything in it that was 
startling or new.” 

He maintained that to mobilize all 
commerce and industry into more effec- 
tive organizations, as he had advocated, 
needed no increased authority and no 
new legislation, approvals, or sanctions 
other than are now combined in the 
National Recovery Act and the policies 
being followed in its administration. 

“The question of whether the splen- 
did beginning of such codified trade 
associations may continue after this act 
terminated,” he said, “depends largely 
upon the conduct of trade associations 
themselves. It is essential that they 
give due recognition to the rights of 
workmen and the maintenance of a 
high standard of living, which can 
only be accomplished by an adequate 
wage, with such hours as will spread 
employment to the greatest extent, and 
with good working conditions.” He 
added : 


“It is necessary that codes of fair com- 
petition and better ethics for the conduct of 
business be established. The intelligent 
study of data of each industry is necessary 
to stabilize it and make employment more 
regular. Fair prices and more efficient 
service to the public is another objective. 
It is to be hoped that after the emergency 
has passed, the Congress will feel justified 
by the results to enact enabling legislation 
for the future.” 


M r. Swope said he realized the pro- 
gram he had outlined could not 
be accomplished in a day, or a week. 
“T never had that thought,” he ex- 
plained. “The National Recovery Act 
expires by limitation in June, 1935, or 
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earlier at the discretion of the President 
or Congress. The foundation that has 
been laid by this act and the splendid 
beginning of trade associations under it 
give me hope that after June, 1935, 
the essentials of operation under this 
act will be continued. It is none too 
early, therefore, to begin to have con- 
sideration given by trade and industry 
as to how it is going to organize itself 
to discharge its obligations.” 


HERE are those, however, who still 
believe that the Swope plan is a 
feather in the wind, a trial balloon, or 
what have you, sent up by President 
Roosevelt to get the lay of the land 
(if we may complete this mixture of 
metaphors) before announcing his own 
substitute for the lagging NRA. Says 
the San Diego (Cal.) Union: 
“Mr. Swope is flying a kite for the Presi- 
dent and it looks like a good kite.” 


The Union suggests that Mr. Swope 
“was chosen to give the country a pic- 
ture of the permanent objective.” Sup- 
porting this hypothesis is the great wave 
of publicity over the announcement of 
this particular plan which surprised even 
Mr. Swope himself. It will be recalled 
that Mr. Swope has been author of a 
number of plans for national political 
economy, all having the central idea of 
intra-industrial regulation. About two 
years ago, with some collaboration with 
Owen D. Young, of General Electric, 
he set forth a particularly good one but 
no great wave of publicity followed. 
Making all due allowance for the fact 
that the public is in a psychological 
state, favorable to the reception of plans 
for economic recovery, there does seem 
to be some surprising pressure behind 
the last Swope announcement to pro- 
mote continued discussion. Was this 
pressure planned? Did it have its 
source in Washington ? 


O N the side of those who see in the 
Swope plan a movement to retreat 
from the Left tendencies of the NRA 
towards governmental paternalism and 
a semi-socialistic state is the fact that 
it came as a climax to an increasing 
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amount of resentment against the pres- 
ent NRA set-up. Henry Ford sulked 
in Detroit, like Achilles in his tent, re- 
fusing to put on the NRA armor and 
battle for Recovery. The habitually ir- 
repressible farmers broke into open re- 
bellion in the Mid-west. William Ran- 
dolph Hearst in California wrote front 
page editorials in 12-point type for his 
national newspaper chain, calling for an 
end to “bureaucracy.” Polite friction 
developed at Washington between the 
NRA and the Department of Commerce 
and it was before the membership of 
the latter’s “Business Advisory & Plan- 
ning Council” that Mr. Swope laid the 
last edition of his plan. Although it 
purported to proceed under the auspices 
of the NRA and pursuant to the objec- 
tives of that law, Mr. Swope’s plan was 
tantamount to the national cartel system 
which Mr. Swope prepared two years 
ago. According to Time, the latest plan 
had three major points: 


“(1) Each trade association under a code 
would elect executives to supervise its 
affairs. With these executives would sit a 
minority of one or more N agents, or 
agents of the government departments 
taking over this work permanently. 

“(2) ‘If the governing board of the codi- 
fied trade association is unable to exact 
compliance with the code by any recalcitrant 
member,’ the board would lay its complaint 
before the Federal Trade Commission or 
Department of Justice. 

“(3) Supervising all trade associations 
would be ‘a national chamber of commerce 
and industry located in Washington, which 
may well be an enlargement and develop- 
ment of the present Chamber of Commerce 
of the U. S.’ The national chamber would 
be composed of delegates from trade asso- 
ciations, from which would be chosen a 
board of governors. These would elect an 
executive committee, on which the Secretary 
and Assistant Secretary of Commerce 
would also serve. Tip-top of the whole 
pyramid would be a board of appeals, in- 
cluding representatives of the President 
sitting in with industrialists serving 4-month 
shifts in Washington.” 


In a word, it appeared that business 
is somewhat restless at being made the 
footstool of Labor, a part it has played 
so far in the New Deal administration 
of the NRA. It felt it was time to 
sound a “retreat from Moscow.” 
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The News and Observer, Raleigh, N. C. 


ee , 


WONDER HOW MUCH THEY CAN BE DEPENDED ON? 


ATURALLY both the Labor and 

Consumers’ groups were indignant 
at this worm turning. President Wil- 
liam Green, of the American Federation 
of Labor, cried “Corporate Feudalism!” 
“Industrial Fascism!” Mrs. Mary Har- 
rison Rumsey, of the NRA’s Consum- 
ers’ Advisory Board, hastened to point 
out that there can be no stabilized re- 
covery unless the rights of the con- 
sumers are recognized and protected. 
Leo Wolman, chairman of NRA’s 
Labor Advisory Board, declared that 
“there is little or no chance of the Swope 


plan ever being adopted.” Professor 
William G. Ogburn, of Chicago Unt 
versity, who quit Mrs. Rumsey’s com- 
mittee in a huff some weeks ago, called 
the plan “dangerous and unjust” to the 
consumers even assuming that “all busi- 
ness men were as public spirited as Mr. 
Swope.” Professor Ogburn believed 
that Mr. Swope’s plan for a “Congress 
of business” would make possible the 
rise of powerful combines or cartels, 
some of which, like the price cartels 
of Europe, would set standard prices 
for their industries. The New Re- 
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public made the following statement: 


“Capitalism under competition had grave 
faults. Capitalism in the limbo een 
competition and monopoly, which it has re- 
cently occupied, is completely unworkable 
so far as the welfare of the masses is 
concerned, except for brief periods. But 
capitalistic monopoly, endowed with the po- 
lice power of the state, and unchecked ex- 
cept in slight degree and by a state over 
which it would itself exercise control, would 
be wholly insupportable.” 


Similarly The Nation said: 


“Mr. Swope would remove the last vestige 
of social control over business and let busi- 
ness run itself. The consequences of such 
a step would be too horrible to contemplate. 
We cannot simply set aside business as 
such and tell the business men to go ahead 
and run their own affairs to suit themselves. 
Our social and business interests are in- 
extricably interwoven; the welfare of the 
one depends and must depend upon the 
control and administration of the other. 
Thus, if we turn control of the national 
economy over to big business without im- 
posing any genuine social checks, it would 
mean placing our political, social, and cul- 
tural interests as well at its mercy. We 
should then have a big-business dictatorship 
of the country in the truest and worst sense 
of the term.” 


HE truth of the matter probably is 

that neither President Roosevelt 
nor Mr. Swope ever expect that such 
a plan would be adopted in all its phases, 
but it is not unlikely that in the future 
some governmental policy of requiring 
business to assume the responsibility for 
its own regulation will be devised. The 
present NRA is a likely nucleus. In 
such a plan the rights of labor and the 
consumers will be woven until we ap- 
proach a form of government reminis- 
cent of the golden days of Guildism. 
It was in this direction that Mr. Dudley 
Cates was moving when he resigned last 
summer as a respected assistant of Gen- 
eral Johnson because he favored the 
breaking up of our present national 
trade unionization along its present 
horizontal line and the establishment of 
the so-called “vertical unions” in which 
all the workers of a single industry re- 
gardless of their calling would be united. 
Such labor organizations would be re- 
quired under the new Guildism. After 


all, a New York plumber who works for 
a national construction company has 
more in common economically and in 
every other way with a tinner who 
works beside him for the same com- 
pany than he has with another plumber 
who does residential repair work in 
Seattle, Washington. 

Notwithstanding contrary statements 
in the liberal publications, we have never 
really tried industrial self-regulation. 
The utilities, our only working models 
so far, were also regulated by outside 
forces—first by competition, then by 
franchise bargaining, and more recently 
and successfully by special state com- 
missions. Other business has always 
been under the theoretical regulation of 
competition enforced by antitrust laws. 
We know now that this has not worked 
out so well; that it has often resulted in 
the degradation of labor in the sweat- 
shops as well as in the economic waste 
of price wars. 


IBERALS may say that business has 

had its chance to regulate itself and 
has failed, but this is only a half truth. 
The old industrial freedom over- 
shadowed by the Sherman Act very 
often meant freedom only to engage in 
a ruthless struggle or else economic 
death. Naturally some businesses cut 
some sharp corners—just like urchins 
stealing from pushcarts when the police- 
man isn’t looking, or students cribbing 
in an examination when the teacher’s 
back is turned. Mr. Swope proposed 
in effect an “honor system” for business 
—an honor system enforced by business 
itself just as collegiate honor systems 
are enforced by students’ councils. It 
would be enforcement backed by a new 
knowledge of the necessity for indus- 
trial integrity and a new sense of social 
responsibility placed squarely on the 
shoulders of business. No, we have not 
really ever tried this new honor system 
and the unsatisfactory results of the 
era of industrial individualism are not 
absolutely in point as objections against 
trying the Swope plan, although to some 
these results may be sufficient evidence 
of the inherent cupidity of business to 
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The Courier-Journal, Louisville 


“SHALL I TAKE HER, SIR?” 


convince them that business should be 
limited rather than liberated in economic 
operations. 

Furthermore, when one turns the plan 
over in his mind it becomes clear that 
the Swope plan for all the cries of 
“Fascism” that have been hurled at it 
by the liberals (just as the reactionaries 


used to cry “Socialism” at the shorter- 
hour-higher-wage arguments some 
months ago) is somewhat similar to 
Socialism, or for that matter Commun- 
ism, as far as methods go. It is solely 
the question of who shall control that 
seems to determine the epithet. It is 
the bourgoisie versus the proletariat. 
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As Thomas F. Woodlock says of the 
Swope plan: 


“When one hears that fearsome word 
‘Fascism’ shouted in debate, it is well to 
keep clearly in mind that it is merely the 
‘capitalist’ control of the fasces and not 
the existence of such instrumentalities that 
is in question. Socialism and Communism 
would have to rely upon and actively use 
them as, for example, the Soviet govern- 
ment uses them in Russia, but they would 
find another name for them. 

“Opposition from the extreme right wing 
of ‘individualism’ is also to be expected and 
has promptly made its appearance. Quite 
natural. Nobody likes any more ‘control’ of 
his actions than he has to endure already, 
but it might be well for the more ‘rugged’ 
of this tribe to keep in mind that more 
control they are going to get from some- 
body, and that being the case trade associa- 
tion control will hurt them a good deal 
less than will the horse-leech appetite of 
bureaucracy in enthusiastic operation. 

“Things are vastly more complex today 
than they were in the days of the guilds, 
but the elements of the matter are the same. 
We think in our pleasant ‘modern’ way 
that the idea of business regulation—public 
service regulation—is new, whereas it is old- 
er even than is the law of contract! The 
notion entertained by our ‘progressives’ that 
government regulates public service enter- 
prises because they are merely agents per- 
forming for the government functions 
which are governmental in their nature is 
a thoroughly ‘modern’ invention with 


nothing whatever in either theory or his- 
tory to support it. Apparently it was 
evolved merely to support a theory of 
‘prudent investment value’ for retroactive 
application after a large rise in prices. No 
such idea was in anyone’s head at the time 
when practically all commerce and industry, 
and many ‘personal’ services, were ‘regu- 
lated’ by public authority, because they 
were affected by a public interest. They 
were affected by a public interest because 
of their ‘integrations-—which is another 
name for ‘monopoly.’” 


NE thing seems to be fairly certain ; 

we will have to have industrial 
“codperation,” which means “integra- 
tion,” which means “regulation.” What 
all of us are striving for is the maxi- 
mum of initiative consistent with neces- 
sary regulation. Mr. Swope’s plan, 
whatever one thinks of it, has this aim 


always in view. 
—F. X. W. 


Swope Pian. Editorial. Time. November 


13, 1933. 
Att Power TO THE TRADE ASSOCIATIONS? 
The New Republic. November 15, 1933. 


Tue Avupacious Swope Pitan. The Nation. 
November 15, 1933. 


Swore’s Macutne. By Thomas F. Woodlock. 
sd Wall Street Journal. November 13, 
1933. 





Many Are Polled but Few Are Chosen 


EARLY lost in the news of the 

Tammany Hall defeat in the 
New York municipal elections, the over- 
throw of other municipal political dy- 
nasties in Philadelphia, Pittsburgh, 
Cleveland, Boston, Buffalo, and Roch- 
ester, and the finale of the Noble Ex- 
periment, were the returns from twenty 
municipalities scattered all over the 
country in which a vote was taken on 
questions or issues involving the im- 
mediate or ultimate commitment of the 
respective electorates to public owner- 
ship of one or more of their utility 
services. Ten of these elections were 
of sizable importance and placed square- 
ly before the voters the question of 
whether they desired to go in for public 


ownership. In seven out of the ten ref- 
erendums, the voters answered “no.” 
The ten referendums in point were 
held in Akron, O., Atlanta, Ind., Bur- 
lington, N. J., Bordentown, N. J., Cam- 
den, N. J., Cincinnati, O., Portsmouth, 
O., San Francisco, Cal., Sandusky, O., 
Tyrone, Pa., Youngstown, O. Victory 
for public ownership was registered in 
Akron (by the narrow margin of 23,877 
to 22,258), Camden, and Sandusky. 


F the private ownership victories, 
three appeared most important: 
Salt Lake City, San Francisco, and Cin- 
cinnati. The Mormon voters did some- 
thing else on November 7th beside giv- 
ing Old Man Prohibition the final and 
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necessary kick in the face. They estab- 
lished a bulwark against the rising tide 
of public ownership in the far West. 
Notwithstanding the Federal public 
works bait dangled before their eyes, 
Salt Lake City voters turned thumbs 
down by a 2 to 1 score on a proposal 
to build an $18,000,000 power plant. 
Incidentally, the Utah Power and Light 
Company is one of the few enterprises 
in Salt Lake City not controlled by 
Mormons. 

The San Francisco election is note- 
worthy because it shows the keen sense 
of discrimination on a rather compli- 
cated issue which is unusual for voters 
in such referendums. The San Fran- 
cisco voters approved of a bond issue 
of $12,095,000 for water distribution 
and $3,500,000 for bonds to finance an 
increase in the height of O’Shaughnessy 
dam on the Hetch-Hetchy project. 
Then by an abrupt reversal of sentiment 
the voters voted down a further pro- 
posal for bonds to finance a municipally 
owned power plant. The result was 
72,773 against and 71,465 for—a wide 
margin in view of the fact that a two- 
thirds majority would be required for 
approval of the bonds. Coming as it 
does from a territory surrounded by 
notable similar municipal utility ven- 
tures, the San Francisco vote is a 
striking evidence that the voters of that 
city do not want to adopt the public 
ownership policy so long followed by 
its sister city of Los Angeles. This, 
therefore, is not the vote of an electorate 
unwilling to embark upon a new civic 
experiment, but the expression of a 
population comparatively familiar with 
all phases of municipal utility operation. 
It brings to mind the statement made 
some weeks ago by a member of the 
California railroad commissioner, Leon 
O. Whitsell : 


“If the municipalities in this state [Cali- 
fornia] continue to condemn and take over 
the electrical distributing facilities within 
their corporate limits and thereby throw the 
greater burden of system maintenance and 
costs upon the backs of our rural popula- 
tion, the time is not far distant when that 
burden will become too great and agri- 
culture will be condemned to forego the use 


of electrical energy or the utilities will be 
compelled to furnish electrical energy at a 
rate figure which would not return sufii- 
cient compensation to warrant the main- 
tenance of the systems. 

“Such taking of utilities’ facilities, with 
their resultant disintegration of utility sys- 
tems, will likewise be injurious to the urban 
as well as to the rural communities.” 


ESULTS from the three Ohio cities 
that voted down municipal owner- 

ship (Portsmouth, O., voted “No” for 
the third time in four years) bring us 
into the fringe of the Tennessee Valley 
Authority’s operation. Cincinnati in 
particular is looked upon by the TVA 
as a nice spot for retail distribution of 
Muscle Shoals power through a munic- 
ipally owned plant, although the word- 
ing of the November 7th ballot was 
such that public ownership went to the 
bat, so to speak, with two strikes already 
called. The weekly magazine Time ex- 
plained the Cincinnati result as follows: 


“Well-run Cincinnati voted nay on mu- 
nicipal ownership for an interesting rea- 
son. The citizens there decided against 
buying Cincinnati Gas & Electric’s plant not 
because they were unsympathetic to pub- 
lic ownership but because they plan to get 
their electricity from Cove Creek Dam, the 
Tennessee Valley Authority's proposed 

wer plant on the Tennessee river near 

noxville. The Cincinnati Southern, mu- 
nicipally owned railway, passes within 10 
miles of the proposed dam-site. Trans- 
mission lines could be cheaply strung along 
the right of way into Cincinnati where cur- 
rent would be distributed by a publicly 
owned system.” 


J= the same the existence of such a 
substantial private ownership vote in 
Cincinnati, coming as it did on the heels 
of a defeat in Birmingham, was disturb- 
ing to the Tennessee valley authorities 
who are faced with the necessity of 
securing municipal ownership markets 
of fair size somewhere in the service 
area of Muscle Shoals, which is sched- 
uled to begin commercial operations 
about February Ist. So far, eleven Ala- 
bama towns and a fair number of 
smaller communities in Mississippi have 
signed up, but they are so small and 
scattered as to make their business likely 
to be as much of a financial liability as 
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an asset. The real power market plums 
(and there are not so many of them 
in the TVA territory) such as Birming- 
ham and Cincinnati have so far evaded 
public ownership. Knoxville was to 
vote on November 25th and Memphis 
on December 11th. If either or both of 
these cities turn down municipal owner- 
ship, the TVA will be faced with a 
critical marketing situation. 

Time gives us further gossip of Fed- 
eral activity in this field: 


“Meantime, Director Lilienthal has been 
busy in other parts of the TVA territory. 
Some fifty Southern municipalities ‘have ap- 
plied to TVA for power contracts, includ- 
ing Decatur, Ala., Augusta, Ga., Jackson, 
Tenn. Last week Director Lilienthal jour- 
neyed to Tupelo, Miss., to sign formally 
the first such contract. En route, he 
stopped off at Atlanta to make a speech 
on ‘the electrification of America.’ 

“Blandly he admitted what foes of gov- 
ernment-in-the-power-business have been 
moaning loudest about: ‘It is perfectly evi- 
dent that we now have a tremen- 
dous surplus supply of electricity. —- 
A fair estimate is that 25 per cent of 
the investment in power houses and trans- 
mission lines is idle and is piling up fixed 
charges. . He further recognized 
that the. nation’s power surplusage would 
soon be increased by Federal and state 
power projects at Muscle Shoals, Cove 
Creek, Boulder Dam, Bonneville Dam 
(Ore.), Grand Coulee Dam (Wash.).” 


| 7 HETHER or not the “power inter- 
ests” seduced the electorate in 


Birmingham or elsewhere, it is becom- 
ing evident that opposition to the TVA 
does not all come from the private util- 
ity. The latest shot appears to have 


been fired from the other side. Because 
he thought that the Tennessee Valley 
Authority’s proposed wholesale rates to 
municipalities are “too high” to enable 
the city of Florence, Ala., to compete 
with the Alabama Power Company, the 
mayor of that city, Lee Glenn, plans 
to ask the Federal government, accord- 
ing to a dispatch to The Wall Street 
Journal of November 11th, for $400,- 
000 of the Public Works’ fund to build 
a municipal plant within the shadow of 
Muscle Shoals to compete with the 
TVA. Mayor Glenn hopes by using 


this “birch rod” to obtain a reduction in 
the wholesale power rates announced by 
the Authority. 

The mayor stated he believed that “if 
the Authority would allow Florence a 
30 per cent differential in place of 10 
per cent under transmitted power rates, 
it would enable Florence to quickly and 
hopefully engage in the power busi- 
ness.” 

The Authority, the mayor stated, 
wants Florence to make commercial 
and industrial customers compensate 
any loss on the residential customer. 
“That,” he said, “takes away the dream 
we have had of cheap power and as 
much of it as we wanted.” 


a Hartford (Conn.) Daily Cour- 
ant welcomed the repudiation of 
municipal ownership at the recent elec- 
tion polls and sharply criticized the ad- 
ministration for egging on the munici- 
palities to go into debt in the face of 
Census figures showing increasing aban- 
donment by municipalities for reasons 
of economy of their own utility plants 
during the last decade. - 

The results of election day were real- 
ly surprising in view of the attractive 
bait used by the Federal government 
in the form of promised Public Works 
loans. It is further remarkable when 
one considers that in many of these very 
cities where public ownership was de- 
feated, candidates favoring it were elect- 
ed to office at the same election. Usually 
one expects to find politicians lagging 
behind the wishes of their public, but 
here is a case of politicians being way 
out in front of their own electorate. 
About the only explanation seems to be 
that most citizens are willing to applaud 
the pretty theories of government own- 
ership and even to elect to office those 
who hold them. It is all interesting and 
entertaining. But when it comes down 
to the cold proposition of forking up 
the money on a bond issue to put such 
plans into effect, very often the voters 
are willing to put off the “progressive” 
experiments to a more ——— day. 

—F. X. W. 
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Rates and the Administration 


Fone pene for comparing the operations 
and rates of a municipal system buying 
from the Tennessee Valley Authority with 
those of private utilities has been set up 
under the terms of a contract negotiated 
by TVA with the city of Tupelo, Missis- 
sippi, according to a dispatch in the Wall 
Street Journal on November 16th. This 
contract is to be the model under which 
municipalities are to be offered Muscle Shoals 
power. 

Electric rates are to be subject to the cost 
of living as indicated by the index compiled 
by the Department of Labor. Should the in- 
dex for any six months’ period be 20 per cent 
or more lower than it was in the month dur- 
ing which the contract was signed, Tupelo 
may ask the Authority for an adjustment in 
rates “as the circumstances may warrant.” 
Conversely, should such index figures show 
a 20 per cent or more increase for a like pe- 
riod, the Authority may request Tupelo to 
agree to such an increase as “circumstances 
may warrant.” The contract provides that 
if the two parties cannot agree within thirty 
days after the request is made, the question 
shall be arbitrated by three persons, one to be 
selected by each party and the third by the 
two so selected. 

The agreement between the TVA and Tu- 
pelo will run for twenty years. Under the 
contract Muscle Shoals power will go to 
Tupelo in February, 1934, after the city’s pres- 
ent contract with the Mississippi Power Com- 
pany, a subsidiary of Commonwealth & South- 
ern Corporation, expires. Under that con- 
tract Tupelo paid a flat rate of 1.7 cents a 
kilowatt hour and in 1932 bought $31,144 
worth of electricity, which under the TVA 
rate, it is calculated, would have cost $12,370, 
about 60 per cent less than paid to the private 
company. To supply Tupelo the TVA will 
have to construct or acquire a 75-mile trans- 
mission line. 

TVA will coGperate with Tupelo in encour- 
aging a wider use of electricity, and plans an 
intensive demonstration in rural electrification 
in the heavily settled county of Lee, of which 
Tupelo is the county seat. ‘ 

Among other things, the municipality agrees 
that revenues will be applied to operating ex- 
penses and the balance applied to the interest 
on the bonds and other indebtedness appli- 
cable to the electric system and for the re- 
tirement of those bonds. A reasonable re- 
serve is to be set up for new construction 
and contingencies. After that, payment is to 


be made into the general treasury of the mu- 
nicipality for taxes at rates equivalent to the 
taxes which would be levied against other 
property of similar nature. Then the city's 
general fund is to receive a return of 6 
per cent a year on the municipality’s equity. 
After all these items have been provided 
for out of the revenues the municipality is 
to apply the surplus to further reductions in 
rates. 

The new industrial rates range from one 
cent a kilowatt hour for the first 10,000 used 
per month downward to 23 mills a kilowatt 
hour for all current consumed over 500,000 
kilowatt hours. 

Basic commercial charges begin at 3 cents 
each for the first 250 kilowatt hours and step 
down to 8 mills for all over the first 2,000 
kilowatt hours’ block. 

The TVA announcement on the contract 
with Tupelo does not give the domestic rates, 
but they were outlined by Mr. Lilienthal in a 
speech before the Nashville Rotary Club last 
week as being identical with those given in 
the TVA’s announcement of September 15th: 
Three cents a kilowatt hour for the first 
50, 2 cents a kilowatt hour for the next 150, 
one cent for the next 200 kilowatt hours, 
and for the excess over 400 kilowatt hours, 
4 mills; with minimum monthly bills as 
follows: For a 5-ampere meter 75 cents, 
oa meter $1, and 50-ampere meter 

Reiterating his position regarding the allo- 
cation of funds to municipalities, when such 
proposals conflict with privately owned power 
plants, Secretary Ickes in a letter to Harry 
S. Berry, engineer of the Tennessee Public 
Works Board, said, “My attention has been 
called to a copy of your letter under date of 
October 16th to Mr. Lilienthal (Tennessee 
Valley Authority director) in which you state 
that Mr. Robert, Assistant Secretary of the 
Treasury, distinctly stated to you that no 
Federal funds would be used for the con- 
struction of a duplicate power plant in a mu- 
nicipality. 

“I do not have this same view. If a mu- 
nicipality wants to build a power plant we 
will judge its proposal entirely on its merits, 
just as we would any other proposal for a 
municipal public works project.” 

This followed the revelation of a sharp dif- 
ference of opinion within the Public Works 
Advisory Board, when reported statements of 
the Assistant Secretary of the Treasury al- 
leged that the government did not favor fi- 
nancing municipal plants that would compete 
with private power interests. 
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A more recent development came on No- 
vember 13th when Secretary Ickes dismissed 
Harry S. Berry, assigning as a reason that 
Berry, in a circular letter to civic organiza- 
tions, had expressed the opinion that loans for 
non-Federal projects would not be expected 
to be repaid, according to the Birmingham 


News. ' : 
When told that confusion had followed his 
recent announcement that state officers had 
been told to expedite applications from mu- 
nicipalities, Mr. Ickes said, “If a municipal- 
ity makes a survey and wants to build its own 
plant, it is not our business whether they’ve 
made up their minds wisely or not. They 
come here with their plans. We look at them 
and if they are all right we let them have the 
money.” : 

Rumors of dissension and a “split-up” be- 
tween members of TVA over Chairman Ar- 
thur E. Morgan’s social. planning proposals 
were branded as false by Mr. Lilienthal, ac- 
cording to a story published in the Chatta- 
nooga Times and reprinted in the Knoxville 
News Sentinel. He termed the report that 
TVA members are fighting Chairman Morgan 
a “dope story.” 

A Washington dispatch, according to the 
News Sentinel reprint, stated that the folk- 
dancing, basket-weaving phase of the Au- 
thority was near its end, and that from now 
on the energy of TVA will be directed toward 
the construction of power dams and trans- 
mission lines, selling of power and other 
means of putting men to work and money in 
circulation. The report added that Chairman 
Morgan’s social planning policies have been 
overridden, or will be, by Dr. H. A. Morgan 
and Director Lilienthal. After hearing por- 
tions of the Washington dispatch read, Lil- 
ienthal said the person who wrote the article 
had merely built a “straw man,” according to 
the News Sentinel’s reprint. 


e 


Mexico to Legislate Electricity 


Coenen. action was taken on Novem- 
ber 14th whereby Art. 73 of the Constitu- 
tion was reformed by the Chamber ef Depu- 
ties to include electrical energy among the in- 
dustries subject to Federal legislation. De- 
bates on the measure, which was taken on 
presidential initiative, resulted in bitter at- 
tacks against the power industry monopoly 
and “the government’s urgent need to protect 
the consumers.” 

Electric power firms in Mexico City have 
manifested concern as a result of this con- 
gressional action, the New York Herald Tri- 
bune of November 16th stated. 

Some Congressmen insisted that the gov- 
ernment should not only “nationalize” electri- 
cal energy, as provided in the presidential 
measure now pending in the Senate, but 
should “expropriate present resources in or- 
der to socialize an important public service as 
soon as possible.” “Nationalization” would 
place the electrical energy sources in the same 
category as petroleum and other national de- 
posits, giving the government sub-soil owner- 
ship of the resources on tracts declared to be 
public domains and the power to dispose of 
sub-soil exploitation concessions most restrict- 
ed. (Editor’s Note: The articles regarding 
government sub-soil ownership were inserted 
in the reform Constitution of 1917.) 

Speeches attacked the “capitalistic” penal 
code, which severely punishes the use of “little 
devil” devices that consumers utilize in order 
to shunt the current around meters. The 
principal aim of the present constitutional re- 
form is to eliminate dual, and sometimes 
treble, jurisdiction over companies which or- 
iginate power in one state and sell it in other 
states. This reform would be followed by 
uniform Federal legislation, according to the 
Herald Tribune. 


Alabama 


Utilities Fight U. S. Loans for 
City Plant 


pees electric power utilities on Novem- 
ber Ist opened a fight against government 
loans for municipal power plants, according 
to the New York Herald Tribune. 

The power utilities opposed an application 
before the Advisory Board of Public Works 
by the city of Andalusia for a $214,000 loan 
to erect a public-owned plant. The argument 
was set up that the service of the Alabama 
Utilities Company is adequate. 

The Knoxville News Sentinel of November 
2nd stated that attorneys for private utilities 
threatened what it termed a court attack on 
Alabama’s Carmichael law,-which authorizes 


municipalities to borrow funds to erect power 
plants. 

The Alabama Power Company has notified 
the Public Works Board that it will oppose 
loans to Florence and other cities in which it 
operates, 

Two Alabama municipalities voted on Oc- 
tober 3lst in favor of municipal ownership 
of light plants. 

Decatur, located in the Tennessee valley, 
near Muscle Shoals, voted 1,415 to 501 for 
the municipal ownership, while Oneonta, lo- 
cated 35 miles from Birmingham, voted 203 
to 62 in favor of the plan. 

This brings the total number of towns hav- 
ing voted for municipal ownership to eleven. 
Birmingham and Homewood have rejected 
proposals for city power operation. 


723 





PUBLIC UTILITIES FORTNIGHTLY 


Conneéticut 


Little Donations Bring 
Big Reductions 


EADERS of the Danbury taxpayers’ league 
believe they can force what the Bridge- 
port Herald terms the “gas-light gang” to 
make a 25 per cent reduction if gas and light 
users will each contribute one quarter of one 
month’s bill toward a rate fight. The tax- 


7 


payers believe this plan will meet with ap- 
proval when they make their appeal for sub- 
scriptions, because users of gas and light 
will contribute in proportion to the amounts 
each can expect to save by a rate cut. 

All gas and light users will be asked for 
support after the taxpayers’ league completes 
their plans for a court fight against the Dan- 
bury and Bethel Gas and Electric Light Com- 
pany, the Herald said. 


Georgia 


Commission Starts Power 
Investigation 


HE Georgia Public Service Commission 

on November 7th began an investigation 
into electric power rates charged by compa- 
nies operating in the state. The hearing, on 
the commission’s rule to all companies calling 
on them to show cause why rates should not 
be reduced, is expected to last for several 
weeks. 


Following the steadily dropping revenues 
during the past four years, the Georgia Power 
Company resisted a move by the public serv- 
ice commission to lower its rates, insisting 
that any reduction would be unjustified. 

The Dosnaie Public Service Commission has 
just concluded a statewide rate investigation 
of telephone companies. 

The case of the Georgia Power Company 
is expected to be completed before the com- 
mission turns to smaller companies operating 
in the state. 


@ 
Indiana 


Utility Appeals to Court 


HARGING that the figures set are confisca- 

tory, the Rockport Water Works Com- 
pany on October 3lst filed suit in Federal 
court against the Indiana Public Service 
Commission, Philip J. Lutz, Jr., attorney gen- 
eral, and Governor Paul V. McNutt, asking 
for a restraining order from Federal court 
preventing enforcement of a rate order issued 
by the service body October 27th, which other- 
wise would have become effective on Novem- 
ber Ist. 

The company asserts fixed rates are so low 
that they constitute confiscation of the water- 
works property in that they provide such a 
low return on the investment. 

The company provides water and electric 
power for Rockport, Grandview, Chisney, 
Dale, St. Meinrad, and nearby rural commu- 
nities. 

The suit says that the company should have 
7 per cent return on the investment, and that 
rates set by the commission would decrease the 
company’s annual income by $5,400. It says 
the company is paying 64 per cent for bor- 
rowed money, according to the Indianapolis 
News of November Ist. 


NRA Expense Not Considered 
by Commission 


A PLEA of a public utility company of in- 
creased operating expense under the 
NRA will bear no weight with the Indiana 
Public Service Commission unless accompa- 
nied by evidence showing whether or not add- 
ed revenue also may result, according to Tel- 
ephony of November 4th. 

This interpretation came out of a recent 
hearing in which the commission, represented 
by the public counselor, is seeking a rate re- 
duction. When the point came up, Howell 
Ellis, former member of the commission and 
now counsel for a number of patrons, called 
the commission’s attention to a Maryland 
Public Service Commission ruling which held 
that NRA costs should be borne by the com- 
pany and not by the patrons. 

tilities contend that it is highly specula- 
tive whether any increased business will re- 
sult from the establishment of the NRA, 
Telephony stated, adding that the members 
of the Indiana commission contend, however, 
the purpose of the NRA is to increase busi- 
ness. 
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Kentucky 


Supreme Court Hears Lexington 
Gas Case 


FTER litigation spreading over seven years, 
A the Lexington natural gas case involving 
about $1,000,000 in — money was 
argued on November /th in the supreme 
court of Kentucky. 

Counsel for the Central Kentucky Natural 
Gas Company contested a 45-cent rate fixed 
by the Kentucky Railroad Commission and 
urged the court to reverse the action of a 3- 
judge Federal court which had found a 50- 
cent rate reasonable. 

The lower court refused to set aside the 45- 


cent rate because the company declined to 
agree to certain conditions regarding the im- 
pounded fund. The company insisted that the 
3-judge court after finding a 45-cent rate con- 
fiscatory could not be sustained in refusing to 
set it aside. 

The railroad commission and the city of 
Lexington, through Robert H. Winn, insist- 
ed the company had received fair treatment 
from the railroad commission under its fran- 
chise contract and took issue with counsel for 
the company who had insisted the 3-judge 
court had refused to consider the additional 
cost of gas it was compelled to take from the 
Petroleum Exploration Company from its gas 
field in Owsley county. 


e 


Louisiana 


Supreme Court Halts 
Gas Inquiry 


i ge an opinion by District Judge F. 
X. Ransdell of Richland parish, the state 
supreme court on November 7th dismissed the 
probe into an alleged natural gas monopoly 
in the parish brought by Attorney General 
Gaston L. Porterie. 

The high court held that the district court 
was without judicial authority in the probe 
because none of the fourteen gas companies 


named as defendants is domiciled in Richland 
parish nor have offices there. 

The attorney general launched a court room 
investigation into a reported monopoly in the 
gas industry and demanded the: presentation 
in court of certain books and records of a 
group of companies. The defendants an- 
swered that the court was without jurisdic- 
tion, but their plea was overruled. The su- 
preme court’s action stops the investigation of 
the companies in the Richland district court's 
jurisdiction, according to the New Orleans 
Times Picayune of November 8th. 


@ 
Massachusetts 


Labor Union Counsel Proposes 
Phone Rate Cut 


Au schedule of rates of the New Eng- 
land Telephone and Telegraph Company 
which he contends will result in an annual 
saving of between $8,000,000 and $10,000,000 
to telephone subscribers in Massachusetts was 
filed with the state department of public utili- 
ties in Boston by Wyckliffe C. Marshall, coun- 
sel for the Boston Central Labor Union, ac- 
cording to the Wall Street Journal of No- 
vember Ist. Attorney Marshall has for sev- 
eral years been conducting what the Spring- 
field Union terms a “single-handed fight to 
force the telephone company to reduce its 
rates,” 

He proposes that all telephone service, ex- 
cept rural lines and service in the agency ex- 
changes, be measured. Only on the rural lines 
and in the agency exchanges in very small 


communities would unlimited service be con- 
tinued. 
. e 


Company Assumes Tax 
on Electricity 


HE Lawrence Gas & Electric Company 

notified its customers the last w of 
October of the assumption by the company of 
a Federal tax previously paid by the consum- 
ers, which, it was stated, represents a reduc- 
tion of about eight per cent in the cost of 
their electric service. 

Enclosed with the bills that were sent out 
was a printed statement with the heading, “A 
Reduction in Your Electric Light Bill,” which 
reads as follows: 

“To Our Customers: From July 21, 1932, 
to September 1, 1933, you paid a Federal tax 
on electricity. This tax is now borne by the 
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company, so that the attached bill represents 
a reduction of approximately eight per cent 
in the cost of your electric service. 

“This new levy on the company is one of 


several additional burdens recently imposed by 
taxing authorities. These must be met, of 
course, from the income which the company 
receives from its customers.” 


e 


Missouri 


Commission Meets 
Economy Budget 


| gee ome November Ist twenty employees 
of the public utility valuation and rate in- 
vestigation forces of the Missouri Public 
Service Commission were dropped in the in- 
terest of economy. The 1933 Missouri gen- 
eral assembly cut the appropriation of the 
commission drastically, according to the Elec- 
trical World of November 4th. 

Among those cut off the payrolls are six- 
teen engineers and four accountants, thus re- 
ducing commission forces to forty-five engi- 
neers and seven accountants. The reduction 
will save about $35,000 annually. Last May 
forty employees were let out and all others 
were forced to accept a 10 per cent reduction 
in salaries. 

The legislature limited the commission to 

,000 for valuations, rate investigations, 
and similar activities in the biennial period 
1933 and 1934, a reduction of $250,000 from 
the amount set aside for that purpose in 1931 
and 1932. The Electrical World stated that 
although this cost is actually paid by the util- 
ities under investigation and not by the state, 
the lawmakers declined to take that point 
into consideration in making appropriations. 


> 


Kansas City Gas Rate Investiga- 
tion Goal of Commission 


A" investigation of the reasonableness of 
the 40-cent gate rate charge for gas sold 
to domestic consumers in Kansas City is the 
next goal of the public service commission. 

The opinien of the Missouri Supreme Court 
on October 31st, which affirmed the position 
of the commission that it had jurisdiction over 
the industrial rates charged the Kansas City 
Gas Company by the Cities Service Gas Com- 
pany, Doherty pipe-line unit, found the com- 
mission ready to continue its fight to bring 
all utilities operating in Missouri under its 
regulation, the Times stated. 

It was said by one of the rate experts of 
the commission that one way to open the door 
to regulation of the gate rate price of gas 
would be to refuse to permit the Kansas City 
Gas Company to charge an operating expense 
equal to the 40-cent gate rate after it had been 
determined that such a rate was unreasonable 
for industrial purposes. 


Hearing on Public-owned Utili- 
ties Draws Crowd 


FN we of approximately 200 persons, 
including Colonel Hugh Miller, state 
public works director, and the mayors or oth- 
er representatives of fifty municipalities, ap- 
peared on November 7th before the senate 
municipal corporations committee in support 
of Governor Park’s bills allowing cities of 
less than 75,000 population to vote bonds for 
constructing publicly owned utilities and to 
retire the bonds out of the earnings of the 
properties, 

Among the towns represented at the hear- 
ing were St. Charles, Mexico, Marshall, Van- 
dalia, Higginsville, Grant City, Monroe City, 
Bland, Centralia, Salem, Sedalia, Concordia, 
Elsberry, and Springfield. 

It was the largest hearing which has been 
conducted at the present special session of the 
legislature, according to the St. Louis Globe- 
Democrat. Proponents of the measure were 
given first opportunity to present their case. 
The representatives of the cities first ad- 
dressed the committee and were followed by 
Colonel Miller, who gave a résumé of the pub- 
lic works program in Missouri and how it 
would be stimulated by the enactment of this 
series of bills. 

Colonel Miller explained the position of the 
Federal government toward granting loans to 
Missouri cities owing to the present law, 
which requires a two-thirds majority to vote 
bonds carrying a direct tax against property. 
He said: 

“T have no fight with the utility companies 
and I would be glad to have these utilities 
come to me to borrow money to improve 
their service to the community, for the Fed- 
eral law provides for such loans. 

“The people should have the right by a 
majority vote to float bonds as provided by 
these bills and take advantage of Federal 
grants. The time for such loans is getting 
short and has been moved up now to Decem- 
ber 20th as the deadline. I have requested 
applications for such loans to be in my office 
by December Ist. : 

“We are accepting applications for public 
works loans subject to the enactment of these 
laws, and I urge that no time be lost in put- 
ting them into effect. Much of the success of 
the public works program in Missouri de- 
pends on the outcome of this legislation.” 
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Nebraska 


Commission Reconsiders Issue of 
Stock Order 


HE Nebraska State Railway Commission 

has reconsidered its former opinion de- 
nying the Nebraska Continental Telephone 
Company the privilege of issuing $34,700 of 
stock to be paid to the Continental Telephone 
Company of Chicago, for the property of the 
Platte Center Telephone Company which op- 


erated an exchange adjacent to the Columbus 
exchange of the Nebraska Continental Com- 
pany, according to Telephony of November 
4th. The latter company is also controlled by 
the Chicago organization. 

The commission authorized the issuance of 
$30,000 of stock, conditioned that the assets 
of the Platte Center Telephone Company shall 
not be put upon the books of the Nebraska 
+ nga Telephone Company at more than 
that sum. 


v 
New Jersey 


Utility Executives’ 
Salaries Revealed 


T= salary of the president of Public Serv- 
ice Electric and Gas Company, during 
1932, was revealed as $72,750 when the cor- 
poration submitted answers to a questionnaire 
prepared by petitioners for lower rates before 
the public utilities commission. Salaries of 
other executives, as well as considerable other 
information pertaining to the internal opera- 
tion of Public Service Electric and Gas, were 
listed in answer to questions asked by John 
A. Matthews and associated counsel acting for 
interests seeking a reduction of electric rates. 
The president’s salary was reduced to $50,000 
as of October 1, 1933. 

Miscellaneous information about electrical 
operating costs was sought in the questions 
submitted to the Public Service Electric and 
Gas Company. After the answers had been 
put into the record, counsel for the petition- 
ers asked for an adjournment to permit a 
study of the answers. John Bauer, economist 
and public utility expert, will make the study 


and analysis for the petitioners, according to 
the Newark News. 


Sal 


Governor Desires State 
Water Authority 


ign ys on November Ist with mayors 
and other representatives of North Jer- 
sey municipalities, Governor Moore outlined 
his plan for the creation of a state water au- 
thority similar to the Port of New York Au- 
thority. It is the governor’s plan to have the 
proposed agency handle the development of 
the next major source of water supply for the 
northern part of the state and to absorb ex- 
isting water authorities. 

Overtures already have been made to Fed- 
eral authorities for funds to finance the de- 
velopment, the maximum cost of which is esti- 
mated at $40,000,000. A grant of 30 per cent 
of the construction outlay will be sought un- 
der the National Recovery Act and a request 
made for a loan for the balance from the Re- 
construction Finance Corporation. , 


e 


New 


Rehearing of Rate Case Sought 
by Gas Company 


T= Republic Light, Heat & Power Com- 
pany and the Northwestern New York 
Gas Company have filed an application for a 
rehearing of their rates in the communities of 
northern Chautauqua county, according to 
the Gas Age-Record of November. 

The petition seeks a review of the public 
service commission’s valuation of its proper- 


Y ork 


ties on which it is permitted to make a return 
of 6 per cent. The gas companies which are 
under the same management assert that be- 
cause of the hazardous nature of the natural 
gas business, 6 per cent is not a fair return. 
When the case was heard in July, the gas 
company set forth the valuation of its property 
at $3,705,935 while the communities affected, 
through experts hired to make an independ- 
ent valuation, reported that the gas company 
property was worth only $1,341,790. The com- 
mission accepted the valuation placed by the 
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experts of the communities but added $378,820 
to the valuation and declared 6 per cent to be 
a fair return. 

The commission then found the gas compa- 


e 


nies receiving $20,000 in combined income, less 
than 6 per cent of the valuation, and ordered 
the company to submit a new schedule which 
would make up the difference. 


Pennsylvania 


Gas Company Unknowingly 
Aids Still Operators 


72 gas company at Chester unknowingly 
has contributed to the fat pocketbooks 
of still operators, it developed during a trial 
in Philadelphia when it was testified that a 
still had been “tapping” gas from a company 
main. It was estimated that the gas company 
was “gypped” of $4,000 during a 3-month pe- 
riod, and that during those months, the opera- 
tors made $35,000 in profits from the still, 
according to the Philadelphia Record of No- 
vember 2nd. » 


Employee-management Codp 
Plan Voted 


gy Pennsylvania Power and Light Com- 
pany announced on November 13th that 
its employees had adopted by an overwhelm- 
ing majority an employee-management codp- 
eration plan. 

Ballots were cast by 96 per cent of the 4,254 
employees entitled to vote in a system-wide 
election held on November 10th. Ninety-one 
per cent of those voting favored adoption of 
the plan, the announcement said. 


This plan was developed by elected em- 
ployee delegates, codperating with several 
members of the company’s management, in a 
3-day convention held in Allentown in Oc- 
tober. It provides a means of arriving, 
through collective bargaining, at a mutually 
satisfactory solution of the problems com- 
mon to both employees and management. 


¥ 


Two-armed “Mysterious Force” 
Restores Discontinued Service 


HE discontinuance of service by the Can- 

awacta Water Company to approximately 
fifty of its patrons in Susquehanna in order to 
end the strike against increased rates not only 
brought affirmations of increased determina- 
tion from leaders of the consumers but 4 
“mysterious force” which operated during the 
night to restore service to those whose water 
supply the company had shut off, according 
to the Binghamten Sun. 

Several bands of men organized secretly 
and adequately armed with wrenches worked 
in those districts where the Canawacta Com- 
pany’s shutoff crews had been engaged, turn- 
ing on the water. 


2 
Texas 


Commission Preparing to Lower 
Gas Rates 


Ts Texas Railroad Commission on No- 
vember Ist prepared a temporary emer- 
gency order fixing the gate rate for all do- 
mestic and unaccounted for gas delivered by 
the United Gas System of Texas at about 32 
cents flat. A hearing to determine a fair 
gate rate for gas distribution is being con- 
tinued before the commission. 

The United Gas System of Texas, indirect- 
ly controlled by Electric Bond and Share Cor- 
poration, according to the Tulsa World of 
November Sth, provides fuel in approximately 
136 communities in east and south Texas, in- 
cluding Beaumont, Austin, Tyler, Longview, 
Palestine, Henderson, Marshall, and Houston. 
The corporation’s claimed assets total $210,- 


000,000. The system’s pipe lines in Texas 
measure approximately 3,500 miles. 


a 


Hand-set Phone Rate Lowered 
in Dallas 


USTOMERS of the Southwestern Bell Tele- 

phone Company in Dallas will be the first 
in Texas to get reduced rates on the French 
type of phones, following an announcement 
on November 10th by the company that sav- 
ings of approximately $25,000 a year to cus- 
tomérs will soon. be put in effect. 

The saving will be effected by reducing the 
charge for the French-type phones from 25 
cents a month to 15 cents. There are approxi- 
mately 20,150 hand sets being used in Dallas 
at the present time. 
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Virginia 


Power Project Faces Opposition 


HE proposal of Representative Jennings 
Ta West Virginia to carry out with Fed- 
eral funds the 20-year old plan to harness the 
Potomac and Shenandoah rivers at Harpers 
Ferry, W. Va., for electrical power and light- 
ing purposes will meet with strong opposition 
from communities along the Shenandoah river 
in the valley of Virginia, according to a spe- 
cial dispatch from Winchester published in 
the Washington Star. : 

Holding that the construction of large im- 
pounding dams as suggested in the plan fa- 
vored by Randolph would inundate tremen- 
dous areas and thus destroy the usefulness 
of agricultural tracts, various municipalities, 
county authorities, and private landowners 
ranging from Harpers Ferry to Broadway, on 
the north branch of the Shenandoah in Rock- 
ingham county, Va., are opposed to the plan. 

Strenuous objection to such a project was 
first raised when the scope of the enterprise 
was outlined some years ago and has been re- 
newed since Representative Randolph’s plan 
to revive the proposal to harness the two riv- 
ers for electrical purposes was made public. 
Representative Randolph’s plan would call for 
the outlay of approximately $60,000,000 in 


e 


Federal funds for the erection of a great pow- 
er plant on the Potomac at Chain Bridge and 
Great Falls, Va., and other plants at the Poto- 
mac-Shenandoah confluence at Harpers Ferry, 
W. Va.; at Eddes Ford, Morgan county, W. 
Va.; at Green Springs, W. Va.; at Little Falls 
on the Shenandoah, east of Charles Town, W. 
Va.; and one in Brooks Gap, near Broadway, 


a. 

It is claimed by Randolph and his colleagues 
who have assisted him in a recent survey 
along the two rivers—former Representative 
James S. Simmons of Niagara Falls, N. Y.; 
Thomas C. Moore, Charles Town postmaster, 
and John Alfriend, Charles Town publisher 
—that the Federal government would be the 
chief beneficiary of the plan and would save 
millions of dollars each year in its light, pow- 
er, and heat bill in Washington. 

In addition, they claim, the enterprise would 
provide steady employment for approximately 
1,500 men over a period of about three years. 

The Washington Star stated that Represen- 
tative Randolph has not definitely determined 
whether he will appeal to Congress or the 
Public Works Administration to furnish 
funds for the proposed project, but will decide 
upon his course of action upon his return to 
Washington. 


Washington 


Privately Owned Utilities Must 
File Expenditure Budget 


pevene operated utilities were requested 
by the state department of public works 
to comply with a new law requiring them to 
file budgets of their expenditures in detail with 
‘the department, according to the Seattle Daily 
Times. 

The new law also gave the department “the 
right and power of regulation, restriction, and 
control over the budgets of expenditures of 
public service companies.” 

In placing the budget provisions of the new 
law into effect the department directed the 
companies to file their budgets on or before 
November 15th. 

They must show the amount of money 
which, in the judgment of the company, will 
be needed during 1934 for maintenance, op- 
eration, and construction, classified by ac- 
counts as prescribed in new budget regulations 
adopted by the department. 

The new law applies to all gas, water, tele- 
phone, telegraph, electrical, and toll bridge 
companies in the state whose annual gross 
operating revenues exceed $10;000; auto trans- 


portation companies whose annual gross op- 
erating revenues exceed $20,000; street rail- 
way, noncertified and certified water carriers, 
and dock companies whose amiual gross ex- 
—— $25,000, the director of the department 
said. 

Adjustments or additions may be made 
from time to time during the year by filing a 
supplementary budget for approval or rejec- 


tion. 

Budgets filed by the companies must be 
divided into operating, construction and bet- 
terment, and such other special budgets as the 
department may require. 

The budgets also must classify proposed 
wage scales as to type of service performed 
and show tLe basis and rate of payment. 

Complete information as to items covering 
contemplated payment for service to a person 
or corporation having an affiliated interest is 
called for. Detailed explanations of pro 
expenditures in connection with “legislative 
and political action, proposed initiative and 
referendum measures, political me, 
lobbying, propaganda,” was requested by the 
department, the Daily Times said. 

The names of all employees receiving $200 
or more per month must be listed. 
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Supreme Court Upholds Federal Regulation of Intrastate 
Rail Rates 


A UNANIMOUS opinion handed down 
on November 6th by the Supreme 
Court of the United States reversed the 
judgment of the lower Federal court 
and upheld an order of the Interstate 
Commerce Commission which extended 
the 15 per cent additional surcharges in 
rail rates promulgated over a year ago 
(Ex Parte 103) to intrastate traffic in 
Louisiana. The opinion, written by 
Mr. Justice Stone, was based on a por- 
tion of § 15a of the Interstate Com- 
merce Act which was in effect at the 
time the commission’s order was handed 
down. This provision directed the com- 
mission to make rates to yield a fair 
return upon the aggregate value of the 
railway property of all carriers, and 
carried with it an incidental regulatory 
power to the effect that the “commis- 
sion shall have reasonable latitude to 
modify or adjust any particular rate 
which it may find to be unjust or un- 
reasonable, and to prescribe different 
rates for different sections of the coun- 
try.” 

Counsel for the state of Louisiana 
urged that the purpose of this provision 
was to permit the commission to raise 
rates in some places without necessarily 
having to raise them in others. The 
court, however, held that it empowered 
the commission to raise rates over a 
wide area without necessarily ascertain- 


e 


ing the reasonableness of all rates re- 
sulting. 

To the contention of the state of 
Louisiana that the resulting intrastate 
rates had not been found reasonable, 
the United States Supreme Court held 
as follows: 


“This court has consistently held that this 
section (13(3) and (4)) is to be construed 
in the light of § 15a (2) and as supplement- 
ing it, so that the forbidden discrimination 
against interstate commerce by intrastate 
rates includes those cases in which disparity 
of the latter rates operates to thwart the 
broad purpose of § 15a to maintain an 
efficient transportation system by enabling 
the carriers to earn a fair return. a. 
It (§ 15a) does not, in terms, command 
the commission to find that each rate pre- 
scribed under § 15a is just and reasonable, 
as prerequisite to a general increase in rates. 
It provides only that the action of the 
commission in raising rates so that they 
may yield a fair return is to be ‘in the 
exercise of its power to prescribe just and 
reasonable rates,’ with the qualifications, in 
the proviso to the granted authority to 
increase rates, ‘that the commission shall 
have reasonable latitude to modify or ad- 
just any particular rate which it may find 
to be unjust or unreasonable” . . . But 
in performing the duty broadly to increase 
carrier revenue, it is enough if the commis- 
sion, in the first instance, makes such in- 
quiry and investigation as would enable it 
to say that the prescribed increases when 
applied to members of the group will gen- 
erally not exceed a reasonable maximum.” 


United States et al. v. Louisiana et al. 


Commission May_ Regulate Rates for Service to Industrial 
Consumers by Interstate Utilities 


ye bes supreme court of Missouri, in 
an opinion by Chief Justice Gantt, 
handed down October 31st, has held 
that the public service commission of 
that state is empowered to regulate the 


rates for natural gas furnished to in- 
dustrial users by an interstate pipe-line 
company, either by direct sale or by 
distributing companies as agents. The 
sale of gas within the state was held 
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to constitute intrastate business and 
such transactions do not form a part 
of interstate commerce as to exempt 
the company from state regulation by 
reason of the fact that the pipe line 
crosses the state boundary and the fact 
that the company is engaged in the 
transportation of oil in interstate com- 
merce. It was held by the supreme 
court that the Cities Service Gas Com- 
pany cannot use the Commerce Clause 
of the Federal Constitution as a “shield 
against the exercise of the state police 
power, and at the same time enjoy in 
substance the rights and privileges of 


engaging in the local distribution of 
gas.” 

The pipe-line company, in the dis- 
tribution of gas to the industrial con- 
sumers, constitutes a public utility sub- 
ject to the regulatory power of the state. 
In serving industries along its pipe line, 
it dedicates its property in the state to 
public use. Such conclusion is further 
sustained by the fact that it has exer- 
cised the power of eminent domain—a 
privilege granted by the state—in the 
acquisition of property for the pipe line. 
Public Service Commission v. Cities 
Service Gas Co. 


7 


Texas Commission Informally Explains Ruling on 
Advertising Expense 


iv its recent decision ordering rate 
reductions by the Lone Star Gas 
Company, wholesaler of gas to local 
city distributing companies (a deci- 
sion which is now being litigated in 
Federal court), the Texas commission 
commented upon the claim of the 


company to an advertising expense 
item of $81,000. The commission al- 
lowed the item, but held that it would 
in the future allow advertising only for 
such advertising as directly tended to 


increase gas sales. It further held 
that local advertising should be done 
by the local distributing company, with 
certain reservations and within certain 
limits. The Lone Star Gas Company 
wholesales gas to distributors in about 
253 Texas towns and cities. 

An immediate reaction to this por- 
tion of the commission’s ruling was the 
inquiry made by newspapers that saw 
in it a possible threat to their advertis- 
ing revenue. The Texas Press Associa- 
tion, through its secretary, Sam P. 
Harben, requested the commission for 
a more definite statement as to what it 
proposed to do in the future in limiting 
utility advertising. The commission in 
its reply quoted a statement in its opin- 
ion: “Hereafter the company should 


keep its records of advertising so far 
as to be able to show definitely in any 
future investigation the nature and pur- 
pose of expenditures for advertising.” 
The commission pointed out to the 
newspaper association that expenditures 
for advertising could not be legitimately 
charged to operating expenses of the 
public service operations of a utility un- 
less the purpose of advertising was to 
increase the gas sales of the company. 
The commission also pointed out that 
it had expressly allowed the expenditure 
claimed in the Lone Star Gas Case and 
had merely commented upon limitations 
that would be placed upon such allow- 
ances in the future. The letter con- 
cluded : 

“The point the commission was making 
was that the advertising, in order to be a 
proper charge, should be clearly for the 
purpose of selling gas and no other purpose. 

“As the matter now stands, there is a 
very definite amount (some $81,000) which 
has been allowed in the rate as set by the 
commission which is a component py. of 
the rate and has been allowed for pur- 
poses of advertising, and the commission 
would naturally have no objection to the 
company spending such an amount as has 
been allowed. As a matter of fact, if it 
were not spent with the newspapermen, the 
company would simply be making that much 
additional profit.” 
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Large Reduction Made in Wisconsin Gas and Electric Rates 


A $300,000 annual gas and electric 
rate reduction effective on Janu- 
ary bills for 65,000 urban and 9,000 
rural customers of the Wisconsin 
Power & Light Company in 300 com- 
munities was ordered by the commis- 
sion of that state on October 30th. The 
reduction is the largest ordered for any 
electric utility since the commission 
was created in 1931, and is the first 
of a series of reduction orders totaling 
$1,250,000 that was scheduled to be 
issued shortly to companies serving 
nearly the entire state. Commissioner 
Andrew R. McDonald said the other 
companies to be affected by subsequent 
orders included the Milwaukee Electric 
Railway & Light Company, Wisconsin 
Gas & Electric Company, the Byllesby 
companies operating in Wisconsin, and 
other firms as yet unnamed. 

The $300,000 rate cut includes emer- 
gency reductions totaling $45,000 grant- 
ed farm customers in July, 1932. It is 
based on a schedule tried experimentally 
in a metropolitan area established in 
the Neenah-Appleton territory of the 
Wisconsin-Michigan Power Company 
in September. Urban residential rate 
reductions will. total $200,000 yearly. 
Under the order, five electric rate sched- 
ules applying to four classes of urban 
and rural communities will replace 23 
complicated schedules the Wisconsin 
Power & Light Company inherited in 
part from 130 smaller companies which 
it has acquired in the last decade. Cus- 
tomers will find it easy to check their 
bills under the simplified schedules pro- 
vided in the order. All customers will 
be placed on an equal footing under a 
basic charge of 60 cents monthly pro- 


vided in urban residential schedules to 
repay company costs for equipment, 
service, billing, inspection, and collec- 
tion. Charges for electricity and gas 
will be shown separately on the bills. 
The four urban rate schedules are iden- 
tical in the basic charge and in the 
second and third step charges for cur- 
rent, but differ in the charge made for 
the first 50 kilowatt hours of service. 

In Beloit, Janesville, and Edgerton 
the initial step charge will be 5.2 cents 
net per kilowatt hour for the first 50, 
In Sheboygan, Kohler, Fond du Lac, 
and North Fond du Lac the first step 
will be 5.9 cents for the first 50 kilo- 
watt hours. Baraboo, Beaver Dam, 
Berlin, Dodgeville, Horicon, Mineral 
Point, Monroe, Portage, Ripon, Tomah, 
Mauston, Mayville, Lake Geneva, and 
Delavan will have an initial rate of 69 
cents per kilowatt hour for the first 50, 
Smaller communities will be assessed at 
an initial rate of 7.5 cents per kilowatt 
hour for the first 50. The rate in all 
urban communities for the second 50 
kilowatt hours will be 3 cents and the 
charge for all service exceeding 100 
kilowatt hours will be 2.5 cents. 

The service charge for rural custom- 
ers will be reduced uniformly 50 cents 
per month, but rates on current will re- 
main unchanged. The company’s fig- 
ures indicate that its compliance with 
the NRA, payment of a Federal capital 
stock tax, and assumption of the Fed- 
eral 3 per cent electric current tax will 
take $300,000 more of its earnings, the 
commission stated. This will leave only 
a small margin of profit unless service 
sales increase materially. Re Wisconsin 
Power & Light Co. 


e 


Illinois Commission Freed of Seven-year Limitation 


UTHORITY of the Illinois Commerce 
Commission to revalue the prop- 

erty and fix “fair and reasonable” rates 
for the East St. Louis and Interurban 
Water Company in St. Clair county was 
upheld by Federal Judge Charles G. 


Briggle on November 3rd. The utility 
company secured an injunction seven 
years ago, restraining the commission 
from interfering with the former in fix- 
ing rates that were “fair and reason- 
able.” In its recent attempt to have this 
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order vacated, the Illinois commission 
claimed that the decree was vague and 
indefinite since the commissioners could 
not tell when they were acting within 
its provisions. They contended further 
that if the decree prevents them from 
investigating the utility company and 
fixing rates (as the utility company 
claimed), then the court had exceeded 
its jurisdiction in issuing the decree. 
The commission’s petition was the re- 
sult of a complaint filed with them last 


March by civic organizations in East St. 
Louis and Belleville, seeking an investi- 
gation of the utility rates which were 
alleged to be excessive and discrimina- 
tory. The rates now in effect were re- 
fused in 1926 but were allowed by the 
Federal court, which originally entered 
the dispute when the utility company 
claimed that the rates fixed by the com- 
mission were confiscatory. Illinois 
Commerce Commission v. East St. 
Louis & Interurban Water Co. 


Combination Car Ride and Movie Show Rate Banned in California 


WEEKLY pass entitling the pur- 
A chaser to an unlimited number of 
rides on a street railway, together with 
three admissions to designated theaters 
each week has been held by the Cali- 
fornia commission to be in effect a joint 
fare agreement between a utility and a 
nonutility business of another class. 
Such an arrangement results in a dis- 
crimination against those who do not 
choose to avail themselves of the non- 
utility accommodations, and sound regu- 
latory policy forbids a joint fare agree- 
ment of this character. The attempted 
arrangement was made by the Los 
Angeles Railway Corporation and 
theaters in that city and provided that 
they would mutually advertise and sell 


such weekly passes, the theaters, or 
their agents, to be allotted 51 cents and 
the street railway 74 cents of the sale 
price of each pass sold. 

Commissioner Harris, rendering the 
opinion of the commission, said that 
while it may be highly desirable for the 
Los Angeles Railway Corporation to 
publish a true weekly pass fare, he was 
of the opinion that the plan as actually 
perfected for the joint sale of theater 
and transportation tickets should not be 


permitted, because it would result in 
discrimination against those who do not 
choose to avail themselves of the non- 


Re Los An- 


utility accommodations. 
(Decision No. 


geles Railway Corp. 
26407, Case No. 3687.) 


e 


State Court Reverses Commission Rate Reduction 


HREE power companies whose 1933 
Eastern Washington irrigation 
power and spray rates were slashed 
by a recent order of the state depart- 
ment of public works emerged victori- 
ous on November 9th in a court battle 
to overturn the department’s decisions. 
Ruling on review proceedings instituted 
by the Washington Water Power, Puget 
Sound Power & Light, and Pacific 
Power & Light companies, Judge John 
M. Wilson of the Thurston County Su- 
perior Court reversed the department’s 
orders against the three companies. 
The department had ordered each 


company to reduce its irrigation power 
rates approximately 35 per cent, the re- 
ductions to apply only for the 1933 
season. The cuts were ordered by the 
department on the ground that economic 
and financial conditions among easterm 
Washington irrigation farmers created 
an emergency. The reversals were 
based on the grounds the department 
followed “an erroneous and unlawful 
theory as to the law,” and that it arrived 
at conclusions which are not “supported 
by the law or the facts.” 

The court also held the department 
cannot order emergency reductions in 
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utility rates without first determining a 
fair valuation rate base for a utility. 
In the irrigation power rate case the 
department proceeded without making 
a valuation survey of either company. 
“Giving the department’s findings and 
conclusions the full presumptions of 


verity granted by the decisions of the 
courts, I am of the opinion that its or- 
ders are arbitrary and capricious in law 
and cannot be sustained,” it was held 
by Judge Wilson. Washington Water 
Power Co. et al. v. Department of Pub- 
lic Works. 


7 
Huge Gas Rate Cut Ordered in California 


ATURAL gas rates of the Pacific 
Gas & Electric Company were 
reduced $2,100,000 annually, approx- 
imately 9.4 per cent of the total revenue, 
by a decision of the California Railroad 
Commission on November 14th. The 
order was calculated to reduce the com- 
pany’s earnings in that division to about 
6% per cent. The decision makes the 
rates retroactive to last July 16th, and 
the 500,000 consumers in northern and 
central California are to receive refunds 
amounting to $750,000, representing the 
difference between the old and new 
rates. 
The order found that salaries of the 


utility’s chief executives were excessive. 
The higher executive salaries were al- 
lowed as operating expenses on the 
basis of a 40 per cent reduction on the 


1931 salary level. Since a reduction 
of 10 per cent has been in effect since 
1931, the order means a further reduc- 
tion of one third, so far as the salaries 
can be charged against rates is con- 
cerned. 

Concerning the salaries of the officers, 
the commission pointed to the chief 
executive’s salary of $75,000 a year and 
other executive salaries “more or less 
on a comparable basis.” The decision 
stated : 


“It is evident that the management, in 
reducing salaries and wages, should have 
started effectively at the top where least 
felt and have gone gradually down instead 
of starting vigorously at the bottom fol- 
lowed by such hesitating steps toward the 
top.” 


Re Pacific Gas & Electric Co. 


e 


Other Important Rulings 


HE Wisconsin commission has per- 

mitted a municipally owned and 
operated water plant to reduce its rates 
considerably below a level which would 
be necessary to yield the usual return 
required by private operators. The 
commission found that the proposed 
revision of rates was equitable and that 
although the city’s income would be 
lowered, its financial structure would 
not be impaired or handicapped in 
giving adequate service to its customers, 
since additional revenues, if needed, 
could be secured from an increase in 
the charge for fire protection service. 
Re City of Horicon (2-U-631). 


The Nebraska commission has grant- 
ed without opinion applications by two 
rural telephone companies to reduce 
rates in an attempt to obtain more sub- 
scribers. The Stanton Independent 
Telephone Company asked for author- 
ity to refund installation charges to all 
subscribers who hereafter request and 
obtain telephone service at the same 
place for a period of one year or more 
following such installation. The Haig- 
ler Telephone Company also asked au- 
thority to cancel in their tariffs all pro- 
visions for installation charges. Re 
Stanton Independent Telephone Co. et 
al. (Application Nos. 10474, 10532.) 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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